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Undivided Federal 
Profits, bese evar Reserve 
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For information about these investment trusts, 
address AMERICAN FOUNDERS TRUST 
(A Massachusetts Trust), 50 Pine Street, New York. 
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YRPORATE trusteeship has _be- 
come the most essential element of 
conservation in modern business 
and social life. Economic progress 
and the free flow of capital into constructive 
channels is inconceivable without fiduciary 
protection. With greater diffusion of wealth 
and savings, higher standards of living and 
progressive ramifications of corporate en- 
terprise, the problem of the hour resolves 
itself more and more pointedly upon expert 
management and upon preserving the invio- 
lability of contract in business and financial 
relations as well as in the administration 
and devolution of property. As one of the 
oldest devices of civilization, the instru- 
ment of trusteeship, with all its later re- 
finements, has far outgrown the limitations 
of human life, and in acquiring a flexible cor- 
porate form has become clothed with per- 
manence and responsibility and endowed 
with exceptional opportunities for public 
private service. 





Individual and corporate trust business 
has grown tremendously in volume and 
scope of activities. For trust companies 
and banks, striving either to increase the 
volume of their trust department business 
or to establish their trust operations upon 
a more profitable footing, the task is not 
primarily one of intensive solicitation and 
exploitation. There is danger from conges- 
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tion as well as sterility. With numerous in- 
situtions now launching into this respon- 
sible field, some of them unprepared, others 
without due sense of obligations and still 
others looking upon trust departments mere- 
ly as “feeders,” the most important ques- 
tions at this time are those relating to in- 
ternal management, proper accountancy, 
scientific basis of cost, adjustment of fees 
and, above all, character of personnel and 
quality of service. Granting due regard to 
technical and administrative prerequisites, 
there can be no doubt that trust service, 
with its boundless horizon and multiplying 
aspects of usefulness, stands upon the 
threshold of even greater achievements and 
possible expansion. 

It is predicted that the next ten years will 
witness the greatest advance in scope and 
volume of trust department business. Con- 
firmation appears to be at hand in the rapid 
growth of corporate and individual trust 
assets, mass appeal, the larger percentage of 
wills naming trust companies and banks as 
executor and trustee and the application of 
trusteeship to the living as well as in behalf 
of the dead, through the creation of vol- 
untary trusts, custodianships and in mani- 
fold capacities. More significant, however, 
is the establishment of new contacts and 
enlistment of potential forces which ac- 
knowledge the value of fiduciary protection 
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in conserving life insurance proceeds, in 
creating estates through life insurance trusts, 
the values inherent in business insurance, 
bequest insurance and the extension of 
trusteeship for social, community and hu- 
manitarian advancement. 

The vision of broader trust service is in- 
deed inspiring. It is freighted, however, 
with possible disillusionment and _ non- 
fulfillment where trust companies and banks 
fail to recognize certain prime essentials of 
management and efficiency. Probably the 
most important of these is the need for more 
system and coordination in applying scien- 
tific rules of cost analysis and observance of 
a more uniform and just wage basis for 
trust service. 

Too many trust departments still persist 
in operating on the old “hit or miss” and 
rule-o’-thumb basis. Such departments are 
bound to encounter hard sledding and yield 
disappointing results. This is particularly 


true where departments are conducted by 
inexperienced officers, or regarded as a 
catch-all for other departments, a position 
of servitude which is an affront to sound 
fiduciary administration. Lack of training, 
cumbersome methods, want of cooperation 


from other departments, acceptance of 
business at ruinous rates and a score of 
other reasons may be assigned for the fact 
that a surprisingly large number of trust 
departments are run at a loss. 
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TRUST SERVICE JUSTIFIES 
BETTER WAGE 


HERE is unquestionably no type of 
I responsible financial service which 


produces such valuable benefits to 
business interests and the public and at the 
same time yields such relatively meager 
compensation, as that rendered by trust 
companies and banks as fiduciaries. Man- 
ual, professional and corporate earnings 
have increased by bounds, but remunera- 
tion for trust service has remained almost 
stationary and as based upon pre-war 
standards. Where fees for court trusts, tes- 
tamentary appointments as trustee or exec- 
utor are fixed by law, the legislators have 
been loathe to grant fair increases, except 
in a few states. In some states the legal 
rates are still those which obtained during 
the last century. 
Competition for trust business is whole- 


some and productive of greater volume ot 
business for all because of untilled fields, 
where proper regard is given for cost and 
quality of service. It becomes an unmixed 
evil, however, when it has a tendency to 
encourage “shopping” and cutting rates. 
Indeed, the rates which now generally ob- 
tain for various types of individual and 
corporate trust business are so low that fur- 
ther reduction can only be purchased at 
cost of quality. 

Fortunately, in the larger cities and 
chiefly through the activities of the cor- 
porate fiduciaries’ associations, an earnest 
effort has been made during the last few 
years to work out fair and reasonably 
profitable schedule of fees for trust service. 
Likewise, the wisdom of adhering to such 
suggested schedules is becoming more gen- 
erally recognized. One of the remarkable 
results of such cooperative effort is the fact 
that where fees for certain types of individ- 
ual and corporate services have been ob- 
viously pitched too low, there has been little 
or no difficulty in securing more adequate 
compensation and putting higher rates into 
effect. This is notably true as regards fees 
for services rendered to corporations. As 
to transfer and registrar work, the Stock 
Transfer Association of New York has ex- 
erted a very healthful influence, both as 
regards improved basis of compensation and 
in making the work more uniform. 


In New York, Boston, Chicago, Cleve- 
land, Buffalo and a number of other large 
cities, the corporate fiduciaries associations 
have devised schedules of fees of trust 
service which has been calculated by careful 
analysis to cost and allocation of expense. 
An examination of the schedules as pub- 
lished by these various associations, how- 
ever, reveals considerable variation in rates 
and methods of computation. It would be 
a big task but a profitable one for all cor- 
porate fiduciaries, if an earnest effort were 
made to reconcile the factors that determine 
fees and arrive at a better basis of uni- 
formity. Obviously, there are arbitrary and 
varying elements which render it practically 
impossible to make trust fees uniform 
throughout the country, but there are cer- 
tain types of service which are certainly 
susceptible to standardization. This is true 
of fees for corporate as well as individual 
trust services. 
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WHAT TRUST DEPARTMENT 
EARNINGS REVEAL 

NTERESTING figures have become 
TI] available as to cost of trust depart- 

ment operations and earning capac- 
ity. The results are astonishing, to say the 
least. They indicate a very low residue of 
net earnings as compared with volume of 
business handled, responsibilities assumed 
and character of service rendered. In a 
forthcoming book on “The Market for 
Corporate Fiduciary Service,” by James G. 
Smith of Princeton University, there will be 
given the results of an exhaustive survey 
as to average proportion of profits from 
trust departments as compared to total 
profits where trust companies and banks 
operate banking and other functions as well 
as trust departments. There is also an 
exhibit of average profits from various 
types of trust services as related to total 
profits from trust department. 

Of 23 trust companies replying to Dr. 
Smith’s questionnaire as to trust depart- 
ment earnings, not less than 17 reported 
that the percentage of trust department 
profits to total profits averaged below 25 
per cent. These figures came from estab- 
lished trust companies and the returns 
would doubtless have shown up much more 
meagrely if figures from more recently or- 
ganized trust departments had been ob- 
tained. A questionnaire conducted among 
smaller banks in a number of western states 
brought the result that only 22 out of 38 
replying banks rendering trust services, had 
been able to pay expenses. 


Very often the bank or trust company 
entering upon fiduciary operations fails to 
give due weight to the fact that the trust 
department cannot be regarded in the same 
light as the banking, savings, investment or 
other departments from the standpoint of 
producing revenue. Under the most favor- 
able conditions it is hardly possible for a 
trust department to become self-supporting 
or begin to produce earnings within five 
years. With national banks, especially 
those located in larger cities and having 
large volume of individual and corporate 
deposits, the situation is different, and where 
corporate appointments may be of a char- 
acter and volume to yield earnings which 
make up for the slow grind in the individual 
trust division. 

The great difficulty with trust department 
operations is that which relates to deter- 
mination of cost. Some of the larger trust 
companies have made systematic effort to 
apply cost accounting to their trust depart- 
ment operations and their experience may 
be expected to bring about more definite 
rules for allocating overhead and operating 
expenses. The subject is, however, one that 
calls for more earnest attention and sus- 
tained analysis, so that the trust officer may 
know in advance whether a certain class or 
type of service results in profit or loss. It 
means also the elimination of “free serv- 
ices’ and the dumping of all kinds of gra- 
tuitous and unprofitable tasks by other de- 
partments upon the trust departments. 
Many trust departments are today oper- 
ated at a loss because the proper measure- 


BEAUTIFYING THE NATION’S CAPITAL 


Tentative architectural plans showing the proposed grouping and construction of new Government Buildings in Wash- 
ington, D. C., and which will eventually transform historic Pennsylvania Avenue from the White House to the Capitol 





4 TRUST COMPANIES 


ments of cost and of charges are not ob- 
served. 


Interesting sidelight is also thrown by Dr. 
Smith’s survey on the earnings produced 
from different types of fiduciary service. 
His investigations showed that of total 
earnings of a trust department the corporate 
trusts yielded the largest percentage, name- 
ly, 36 of the total; living trusts 28 per cent; 
testamentary trusts 24 per cent, and agency 
work 12 per cent. While corporate trusts 
have grown immensely in volume because 
of the rapid increase in corporate activities 
and new issues of securities, the possibilities 
for expansion are most inviting in develop- 
ing personal trust service, based upon in- 
creased writing of wills, popularity of living 
trusts and the wonderful promise of de- 
velopment in creation of life insurance 
trusts. 
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ILLUMINATING FIGURES AS TO 
TRUST EARNINGS 

HE last annual report of the Federal 

Reserve Board presents some illumi- 

nating statistics as to growth and 

earnings from trust departments conducted 

by national banks of the country. 


These 
figures bear out the fact that earnings are 
modest as compared with volume of busi- 
ness and nature of work. The report shows 
that on December 31, 1926, there were 
2,103 national banks authorized to exercise 
trust powers, but that the number of na- 
tional banks actually reporting trust busi- 
ness was 1,139. These banks reported total 
individual trust assets of $1,028,056,444. 
The 448 national banks reporting corporate 
trust business had, on December 31, a total 
of $1,002,615,495 as face value of collateral 
trust bonds outstanding under which they 
acted as trustee, and $1,460,937,821 other 
bonds and notes outstanding where they 
served as trustee. Earnings during the 
fiscal year to June 30, 1926, on this aggre- 
gate trust responsibility of $3,491,609,700 
amounted to only $8,255,000. Of such total 
earnings the sum of $3,685,000 is credited 
to national banks having trust departments 
in the New York Federal Reserve district; 
$781,000 in the Boston district; $633,000 in 
the Chicago district; $521,000 in the Cleve- 
land district; $591,000 in the San Francisco 
district, and $490,000 in the Philadelphia 
district. 


It is estimated that the trust companies 
of the country exercise fiduciary protection 
over individual trust funds aggregating up- 
ward of twenty billions in value and roughly 
placing the total of corporate trust responsi- 
bility at between seventy-five and eighty 
billions. No figures are available to esti- 
mate trust company earnings from their 
trust department operations, but the figures 
would doubtless be most enlightening as to 
the low cost of fiduciary service, especially 
in view of increase in operating expenses. 
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ATTACHING FUNDS DEPOSITED 
WITH TRUSTEE 

HE Supreme Court of the Western 
24 District of Pennsylvania recently 

passed upon the question of attach- 
ability for taxes of funds deposited by a cor- 
poration with a trustee, arising in the case 
of Nichols vs. Union Trust Company of 
Pittsburgh. The corporation had executed 
a mortgage to secure the issue of bonds, one- 
half of which were purchased by a brokerage 
firm, which agreed to take the remaining 
portion on condition that $60,000 be sold 
at 85 per cent of the face value, the pro- 
ceeds to be placed in trust with the trustee 
to insure the payment of federal taxes for a 
certain period. The amounts were to be 
paid to the corporation on its certificate 
that they were necessary to pay the taxes 
and to be used for no other purpose. The 
corporation had the right to interest on the 
fund and to the balance remaining in the 
hands of the trustee. 

The court held that plaintiff could attach 
the interest but not the balance of the fund 
held for payment of taxes. No beneficial 
interest was retained in the corporation and 
it could not secure the corpus except for the 
purpose of liquidating the taxes levied. The 
depositary was obligated to make payment 
to the extent of the funds in his hands when 
taxes became due, and this duty could have 
been enforced by the purchaser of the bonds 
in order that his interests be protected 
against prior liens. Where funds have been 
deposited to be used for the payment of 
specific claims there is an appropriation 
which places them beyond the grasp of the 
one attempting to attach and the retention 
of the right to the balance remaining after 
the payment of the claims provided for 
will not affect the status of the parties. 












LAW DEFINES TREATMENT OF 
INTEREST ON BONDS IN 
TRUST ESTATE 

HE Governor of Hawaii has signed 
eg a bill passed by the legislature of the 

Territory which prescribed a legal 
method to be observed by trustees in treat- 
ment of interest on bonds in trust estates 
as between rights of life tenants and re- 
maindermen. This action possesses a gen- 
eral interest for corporate fiduciaries in view 
of the discusssion as to adjustment of 
premiums on bonds purchased or received 
by trustees at values in excess of par and 
adjustment of discounts on bonds purchased 
or received by trustees at values below par. 
It will be recalled that the subject was com- 
prehensively discussed some vears ago by 
the late Frederick Vierling in Trust Com- 
PANIES Magazine, and while his conclusions 
met with varying response as a matter of 
practice among trust officers, it brought into 
clearer relief one of the most important 
problems of fiduciary accounting. 

The new Hawaii law provides in particular 
that the entire coupon received from bonds 
in trust estates shall be treated as income, 
and that premiums on the original purchase 
of bonds shall be charged against principal 
and any profit made on bonds purchased at 
a discount and redeemed at par or sold at 
more than cost, shall be credited to prin- 
cipal. In other words, neither the amorti- 
zation of premiums nor the accumulation 
of discounts is required in Hawaii. Fortu- 
nately for the trust companies of Hawaii, 
this method of computing and crediting in- 
come has been the one they have observed 
in practice. Whether or not this method, 
now fixed for the Territory of Hawaii under 
this new law is the best way, the feeling 


among the fiduciaries there is that much 
has been accomplished by having some 
method definitely fixed by statute. The 


new law reads: 

AN ACT RELATING TO INTEREST ON BONDS 
IN TRUST ESTATES: BE IT ENACTED BY 
THE LEGISLATURE OF THE TERRITORY OF 
HAWAII: 

Section 1. When any trust estate shall 
include a bond, the gross income derived from 
the bond shall be considered to be, for the pur- 
pose of accounting and of division between 
income and principal, the interest received 
at the contract rate espressed in the bond 
without deduction if the bond is redeemed, 
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sold or otherwise disposed of below the pur- 
chase price or below its value when received, 
and without addition if it is redeemed, sold 
or otherwise disposed of above the purchase 
price or above its value when received. 


Section II. This Act shall take effect on 
January 1, 1928. 

It will also be of general interest in this 
connection to recall the decision in April, 
1926, by the Supreme Court of California 
in the famous Gartenlaub case which pre- 
sented for the first time in judicial history 
the question as to whether it is the duty of 
trustees to accumulate discounts on bonds 
purchased at less than par. The decision 
of the Court was that “accretions to a trust 
fund resulting from the increase in value of 
the bonds or other securities in which its 
corpus is invested, due to whatever cause, 
are to be regarded as part of the corpus of 
the trust and not as income or revenue or 
profits to which life beneficiary is entitled.” 

It may be noted that the Hawaii law con- 
forms to the decision in the Gartenlaub 
case in crediting to principal or remainder- 
man any profit made on bonds received or 
purchased at a discount and redeemed at 
par, or sold for more than cost. The method 
of computation established by the Garten- 
laub decision upholds the general practice 
among trust companies and banks in the 
various states. In New York the amortiza- 
tion of premiums is a legal requirement, 
unless the will of agreement creating the 
trust provides otherwise, and is generally 
followed in practice. 


*, 2, *, 
. Xo ~~ 


TRUST TO SECURE PAYMENT 
OF COUPON BONDS 


HE Supreme Court of North Carolina 

in Jones vs. Allantic & Western Rail- 
road Company in a recent decision 
interpreting provisions in a corporate deed 
of trust held that where a railroad corpora- 
tion conveys its property and income in 
trust for the purpose of securing the pay- 
ment of coupon bonds to be issued and 
generally sold for the equal protection of 
all purchasers, a provision in the deed of 
trust to the effect that upon default in the 
payment of the interest, the trustee shall 
have the power to foreclose upon request 
of the holders of a certain part of the par 
value of the bonds, is for the benefit of all 
such holders. 
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COOPERATIVE TRUST 
ADVERTISING 

We HE idea of cooperative or community 
TI advertising as a means of inviting 

public attention to the inherent 
merits of trust service, is steadily gaining 
ground, especially in some of the Western 
and Pacific Coast cities. Experience ap- 
pears to indicate that this plan is most adapt- 
able to cities of medium or smaller size 
and that the banks and trust companies in 
larger centers like New York, Chicago, 
Boston, Philadelphia, etc., are not recep- 
tive to the plan of submerging their inde- 
pendent publicity policies. 

Within defined limits, there is much to be 
said in favor of community and cooperative 
trust publicity campaigns. When the fact 
is emphasized that 95 per cent of Americans 
die without leaving wills, and that out of 
every hundred dying annually who do leave 
wills, only an average of four name trust 
companies and banks as executor or tes- 
tamentary trustee, it is obvious that there 
is unlimited as well as inviting opportunity 
for effective educational propaganda. Like- 
wise, there are qualities of disinterestedness 
and of sacred family nature in corporate 


trust service that lend themselves peculi- 


arly to mass appeal. Cooperative or team- 
work enables banks and trust companies in 
the community to put out display advertise- 
ments in their newspapers which are not 
overshadowed by other advertising and the 
effectiveness of which is measured alone by 
the care and publicity talent injected into 
text matter and illustration 


In Denver, the banks and trust companies 
have been conducting a community cam- 
paign which yields excellent results. In 
Cleveland, the banks and trust companies, 
under the auspices of the local Chamber of 
Commerce, are now staging a life insurance 
trust publicity campaign, which promises to 
be most successful and is worthy of emula- 
tion in other cities. Los Angeles trust com- 
panies have also obtained satisfactory re- 
turns from community trust publicity cam- 
paigns, and in that connection it may in- 
terest trust companies in other cities to 
know that the text and plate matter used 
in Los Angeles is available to other cities 
at very low cost. A number of cities are 
employing the Los Angeles material with 
good results. 


NEW IDEA IN TRUST 


ORGANIZATION 


N experiment to consolidate a num- 
A ber of unprofitably operated trust 

departments in a small city into one 
independently conducted and well equipped 
trust company organization has been suc- 
cessful in Lansing, Mich. The plan is 
worthy of attention from banks and trust 
companies in smaller communities where 
there is not sufficient available market to 
sustain competition, and where trust depart- 
ments by two, three or even more banks are 
very often conducted as a liability rather 
than an asset. Likewise, the experiment 
has demonstrated that by such coopera- 
tively organized trust company it is possible 
to provide efficient services and qualified 
personnel which is practically impossible 
where trust companies or small banks com- 
pete. A well managed unit to which all 
other banks turn over their trust business 
and which confines itself exclusively to 
fiduciary administration, also serves to 
keep business at home which otherwise is 
attracted to larger cities. 

About two years ago the representatives 
of four banks in Lansing, Mich., came to- 
gether with the idea of organizing a trust 
company which should take over the trust 
departments conducted by these banks and 
which were neither profitable nor capable of 
handling trust business with sufficient eff- 
ciency to take full advantage of opportuni- 
ties for expanding business. They decided 
to organize the Central Trust Company, 
which has been in operation since April, 
1926, and its success has been such as to re- 
quire a separate building. The trust com- 
pany was organized with $200,000 capital 
and $50,000 surplus. The four banks, 
through a working committee, were allotted 
an equal division of shares and these were 
again offered for subscription to a selected 
list of citizens, so that the trust company is 
free from control by any one of the banks. 
The results have proven the wisdom of 
this cooperative plan of trust organization 
which have also made possible the develop- 
ment of specialized fiduciary services on a 
standard of efficiency which compares fa- 
vorably with the trust companies in larger 
cities. The plan may well serve asa solution 
to the trust problem in smaller cities. 
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REJUVENATING “THE OLD FEDERAL RESERVE AS MODEL 
LADY OF THREADNEEDLE FOR BANK OF ENGLAND 
STREET” 


OARY traditions and time-honored in- 
stitutions flutter down like autumn 
leaves in the Old World across the 
In London the historic old home of 

the Bank of England has fallen prey to the 

irreverent hands of modernists. Not con- 
tent with such sacrilege they insist that 

“The Old Lady of Threadneedle Street,” 

must not only put on a new dress but also 

change her old-fashioned manners and con- 
duct. British fiscal and currency policies to 
which Englishmen ettribute their pre-war 
mastery in world trade and finance, have not 
escaped severe jolts. Now the inner sanc- 
tums of the Bank of England are being 
stormed by besieging hosts who loudly pro- 
claim that the fossilized rigidity of the 
British currency and financial system, as 
the custodian of monetary resources, is 
largely to blame for the evil times which 
have befallen the “tight little island.” 
There is a growing conviction among the 
ablest British bankers and financiers that 
the real reason for their economic, trade and 
industrial reverses which have become 
worse rather than better during the past 
five years, is to be found in the lack of cur- 
rency and credit elasticity. They contrast 

British adversity with American prosperity. 
In this country the great expansion in bank 

deposits, in credit and currency as reflected 

by reporting member banks of the Federal 

Reserve System have imparted the stimulus 

to industry and business. In England, on 

the other hand, business and industry have 
suffered not only from rigidity of currency 
and credit but from restrictions which have 
made for continuous deflation. In England 
the army of unemployed has never been 
less than a million during the past seven 
years and representing irreparable economic 
loss, while American workers have been fully 


seas. 


employed. The British adverse trade 
balance of £211,000,000 in 1923 has in- 
creased to £365,000,000 last year New 


York has pre-empted London as the world’s 
banker. This shift in efficient development 
of banking and currency may be sufficiently 
gratifying, but its permanence is by no 
means a foregone conclusion. Command 
may be held only at the cost of constant 
improvement in international bankin 
methods. 





NUMBER of leading British bankers 
advocate that the Bank of England 
be re-established on a reserve basis 
similar to that of the Federal Reserve 
System and the reconstructed German 
Reichsbank. Such revision is regarded as 
opportune in view of the necessary recon- 
struction of the Bank of England charter 
involved in the projected amalgamation of 
the note issue. This view was expressed in 
a recent address by the Right Hon. R. 
McKenna at a recent general meeting of 
the shareholders of the Midland Bank 
Limited of London in which he discussed 
“American Prosperity and British Depres- 
sion,” describing with remarkable frankness 
the need for basic reform of British cur- 
rency and monetary systems. He said: 
“In the United States credit can be readily 
erpanded to meet trade requirements more 
or less regardless of the movement of gold, 
while with us such movements are the guid- 
ing factor. The differ- 
found in the far greater elas- 


explanation of the 
ence is to be 
ticity of the Federal Reserve System as com- 
pared with our own central bank. The Ameri- 
can system has been framed to suit modern 


conditions, and in firing reserve require 
ments the development of deposit banking 
has been duly recognized. On the other 


hand, the Bank of England continues to 
operate under the Act of 1844, and as a er 

although it holds a total of 51 
millions of gold, its reserve agains! 


7 


liabilities is only £34 millions. 7).\is reserve, 


sequence, 
leposit 
susceptible as it is to a drai), occasioned by 


foreign demands for g« is insufficient to 
market 
to increasing the 


thing 


permit open perations with a vieu 


volume of credit on any 
small scale. Its 
allow the 


enjoyed by the 


more thon quite a 
does not 


that 


diminutive size same 


freedom of policy as 


Federal Teserve banks. 
“Tf ow central bank were to be re-estab- 
lished on the same reserve basis as either 


the ederal 
rec: nstructed 


recently 
indeed in a 


Reserve banks or the 
Reichstank. or 
co, dance with any modern system, the Bank 
0’ England would have a reserve standing at 

far higher figure than it does today and 
could work with much greater freedom of 


policy and with manifest advantages to our 


trade. * * * The vital need for the fu- 
ture is to ensure that the maintenance of 
prosperity, with a growing population and 


ever-improving standard of living, both re- 
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quiring an expansion in the 
Shall not be 
on the 


volume of trade, 
hampered by false restrictions 
quantity of money.” 


Mr. McKenna reaches the conclusion 
that bank cash and credit should be respon- 
sive to increasing population and production; 
that in England the variations in quan- 
tity of money are due to variations of bank 
cash and that total bank cash is determined 
chiefly by the action of the Bank of Eng- 
land. He likewise ch: illenges the common 
belief that the gold standard furnishes an 
“automatic” mechanism, since the Bank 
of England, merely by buying or selling, 
lending or calling loans, can within limits 
prompt an expansion or contraction of credit 
regardless of movements of gold, as shown 
also by experience in the United States. 

& & 4 
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WAR RISK INSURANCE PRO- 
CEEDS DEEMED ASSETS 
OF ESTATE 

HE New York Surrogate’s court of 
New York County recently ruled in 
the matter of the estate of Ryan 
(36487) that proceeds of war risk insurance 
must be regarded as assets of beneficiary’s 
estate as against the contention that the 
War Risk Insurance Act permits payment 
only to the relations of the deceased soldier. 
In the accounting proceeding of the estate 
the question arose whether the proceeds of 
decedent’s husband’s War Risk Insurance, 
received by the estate from the govern- 
ment, should go to the administratrix of 
decedent or to the uncles and aunts of de- 
cedent’s husband who claimed to be entitled 
thereto under the provisions of the War 
Risk Insurance Act of 1917, contending 
that the provisions thereof permit payment 
only to the relations of the deceased soldier 
as defined by Congress. The sum had been 
paid by the government under the amend- 
ment of March 4, 1925, which provided 
that if the designated beneficiary (decedent) 
“survives the insured and dies prior to re- 
ceiving all the 240 installments * * *, 
there shall be paid to the estate of the in- 
sured the present value of the monthly pay- 
ments thereafter payable * * *.” 

It was held, that the fund must be paid 
to the estate of the widow. The language 
of the federal statute must be interpreted 
to mean that the words “estate of the in- 
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sured” meant that the fund is to be treated 
as any other asset of an estate and paid over 
to the persons entitled under the New York 
Law of Intestacy. The amendment of 
March 4, 1925, repealed the previous pro- 
vision of law which directed payment to the 
next of kin of the insured, but limited the 
permitted claim of beneficiaries to certain 
named relatives. Moreover, it entirely 
nullified the effect of the decision of Salzer vs. 
United States (800 Fed. 764), decided May 7, 
1924, holding that the administratrix of 
the widow of the insured had no status to 
enforce collection of the proceeds of the 
policy because there was no vested right in 
the beneficiary to the entire proceeds of the 
insurance and the statute then in effect 
did not permit payments to strangers in kin 
to the insured. gg 96 


FEDERAL RESERVE AND STOCK 
SPECULATION 


bas the course of a recent address in 
Pittsburgh, Mr. H. Parker Willis, 


editor of the New York Journal of Commerce, 
and former secretary of the Federal Reserve 
Board, commented as follows upon the effect 
of Federal Reserve System operations and 
use of bank credit in stock market opera- 
tions: 

“Today we have much more than $5,500,- 
000,000 devoted by the banks to carrying 
and bonds, of which well toward 

500,000,000 is applied in this way in 
New York City and places affiliated with it, 
the greater portion of that vast sum being 
used in margin trading. I estimate that 
this amount is, roughly speaking, three 
times the amount so used just after the war 
and probably about three and a half times 
the amount so usec 1 prior to the adoption 
of the Reserve Act. It is true, too, that we 
have today a rather better control over 
speculation than formerly, when we wish 
to use it, and also that our Reserve system 
has brought about beneficial changes which 
have set free money which has gone into 
speculative uses without drawing so heav- 
ily, as it otherwise must, on other objects. 

President Simmons of the New York 
Stock Exchange, in a recent address, stated 
that as a rule only the most gilt-edged se- 
curities are sold direct to permanent in- 


stocks 


vestors and that a large floating supply ol 
investments is carried by 
bank loans. 


dealers through 





TRUST 


WALL STREET JOURNAL 
CHALLENGED 


N calling attention to an article in 
I this issue of Trust COMPANIES Maga- 
zine in which the trust officer of one 
of the leading banks of New Jersey chal- 
lenges an editorial which appeared in the 
Wall Street Journal on July 8, we express 
great surprize that a publication of such 
high standing should go so far astray. It is 
not necessary to refer in detail to the absurd 
editorial or to the excellent indictment by 
the writer of the article. Suffice it to say 
that the editorial was evidently written 
by one who is without knowledge either as 
to the facts or the law governing invest- 
ments by trustees, and who took no pains 
to inform himself regarding the great service 
performed by trust departments of trust 
companies and banks in the administration 
of thousands of estates. Perchance, in a 
moment of mental aberration, aggravated 
by a fragment of information about a trust 
department which advised the sale of cer- 
tain speculative corporation stock which 
later went up on the market, but which, 
nevertheless, was improper as an investment 
for trust funds, the writer of the editorial, 
without rhyme orreason or regard, proceeded 
to slash and cut with reckless abandon. 


Such conduct on the part of the wielder 
of the pen may be likened to the conduct 
of an army officer who, instead of finding 
an enemy, suddenly goes mad and attacks 
his own men, cutting and shooting until he 
is stopped either by return of sanity or by 
powers about him. The comparison is par- 
ticularly apt, for the reason that the Wall 
Street Journal is admittedly a great finan- 
cia] publication, heretofore reliable and care- 
ful, proud in its own precept, ““The Truth 
in its Proper Use.” And yet the editor 
works himself into a frenzy and rages at the 
great trust companies and banks without 
regard to facts or law and without a scin- 
tilla of evidence upon which to base his 
ridiculous conclusions. 

Trust companies will continue to grow 
and to exercise their great public service 
in the honest and efficient administration of 
estates, irrespective of such baseless attacks 
even by a publication as influential as the 
Wall Street Journal. But the great pity is 


that a journal of such high standing should 
permit a 


pernicious editorial to ap- 
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pear in its columns. Enough of sensa- 
tionalism and utter disregard of truth ap- 
pears in our too numerous red and yellow 
journals. It is highly important, therefore, 
that truth loving papers and magazines 
stick to the motto, “The Truth in its Proper 
Use,”’ without deviation. 

We commend our contributor for his ar- 
ticle. In a fair, but nevertheless incisive 
manner, he has completely demolished the 
vacuous editorial, and he has done it by 
adopting the precept of the Wall Street 
Journel itself. 

In fairness to the Wall Street Journal, i 
should be stated that in its edition of July 
13th it ran an editorial entitle’, ‘Trust 
Company Responsibility,” in whici an at- 
tempt is made to explain what was meant 
by the editorial of July 8th. Apparently in 
at least partial justification of the obnoxious 
editorial of the earlier date, and of which 
there has been much adverse criticism from 
trust company executives, the following ex- 
planation is made: “In fact, it is fairly 
clear that two different things are being 
discussed—one of them the editorial’s com- 
ments on an executorship under a strictly 
limited will, and the other the broad trus- 
teeship with all its limitations and safe- 
guards. The remarks of the Wall Street 
Journal applied to the former class and not 
to the latter.”’ 

We fail to find any real distinction here, 
and if there is any, the average reader would 
not see it. However, the Wall Street Journal 
is showing the proper attitude in attempt- 
ing to undo the grievous wrong 

It is gratifying to note that the Wall 
Street Journal also ran an article written by 
the Investment Trust Officer of the Guar- 
anty Trust Company of New York, criti- 
cizing the editorial and discussing not only 
the law governing trustees and executors 
in making investments, but also the practice 
of trust companies in managing trust estates 
for the best interests of the beneficiaries. 

eo ¢ 

An exceptionally fine program has been 
prepared for the Fifth Regional Pacific Coast 
Trust Conference to be held at Portland, 
Oregon, August Lith, 12th, and 13th. The 

*‘city of roses” will be in full bloom and while 
representation will be chiefly from the Pacific 
Coast and Rocky Mountain group of states, 
a cordial invitation is also extended to trust 
officers from other sections of the country. 
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ACCOUNTING FROM TRUST 
HOLDING CORPORATION 


RECENT decision of the Supreme 
Court of New York rules that in a 


holding corporation where directors 
are trustees of estate they are obliged to 
make accounting of their administration, 
although the will absolves the trustees from 
such requirement and imposes upon bene- 
ficiaries the instruction to accept state- 
ments made by the director-trustees. The 
issue was raised in connection with the 
administration of the estate of Henry L. 
Pierson, who died thirty-seven years ago, 
leaving property in New York and Jersey 
valued at $1,000,000. A holding corpora- 
tion was formed by the trustees named 
in the will to hold title to the property 
and administer same as well as distrib- 
ute income as directed by the testator. 
In a previous suit brought by beneficiaries, 
the Federal court held, in 1916, that the 
trustees were acting within their rights and 
the provisions of the will in refusing to make 
an accounting. Justice Bijur of the Supreme 
Court of New York, in ordering an ac- 
counting of the Pierson estate, says: 
“The trustees merely declare themselves 
to be also directors by virtue of their trust, 
and in the same breath claim that by virtue 
of their directorate they are excused or even 
inhibited from giving this information. In 
other words, since as directors they need 
account to nobody, unless they are charged 
with wrongdoing, and since as trustees they 
will give no information of their acts as 
directors, they cannot be charged with 
wrongdoing; the paradoxical result would 
be that men who are doubly fiduciaries 
would be totally relieved from any sub- 
stantial accountability. My conclusion is 
exactly to the contrary.”’ 
& > & 
PROBLEMS OF RURAL LIFE AND 
BANKING 
MONG the important shifts revealed 
FN in American banking are those which 
adversely afflict and threaten the de- 
cline of village banks in rural and agricul- 
tural communities which have been such 
a potent factor in the growth and develop- 
ment of the country. Symptoms of the 
growing hardships which attend small-town 
banking in agricultural sections are the 
numerous failures and more strenuous strug- 
gle for existence, especially with the drift 
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of farm populations to industrial centers. 

The rural bank naturally suffers the full 
impact of agricultural depression. In thou- 
sands of villages the population is less than 
twenty years ago, resulting in the flow of 
business and funds to the larger cities. 
Along with the passing of the old-time 
country store, the village blacksmith shop 
and the crossroads postoffice which has been 
replaced by rural delivery, the days of the 
small-town bank also seem to be numbered 
unless a new lease of life is provided. 

The solution of the small-town bank 
problem, according to Thomas R. Preston, 
first vice-president of the American Bankers 
Association, is diversification of agriculture 
with industry. He says: 

“The real remedy for these small communi- 
ties would be the establishment of industrial 
enterprises in them. This has been done else- 
where, greatly to the advantage of these small 
towns. Besides, it has been a real aid to agri- 
culture. A few generations ago, for example, 
states like Pennsylvania had identically the 
same problem the Western and Southern States 
now have, and their agricultural situation was 
greatly improved by having these manufac- 
turing corporations almost everywhere. There 
is scarcely a small community in that state 
that is not blest with a manufacturing plant, 
and in the main their agricultural situation 
has been immensely profitatle.” 


i? 2, o, 
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DOCTRINE OF EQUITABLE 
ELECTION 


ESTATOR, a resident of South Caro- 
lina, made a will which was refused 

probate there because the will had 
had only two witnesses, when the statute 
required three. Testator had property also 
in North Carolina, Virginia and Maryland. 
The will was probated in North Carolina 
and a copy probated in Maryland. The 
will gave the widow $20,000 and $7,500, the 
proceeds of certain life insurance policies, 
in lieu of dower. In South Carolina, where 
the will was invalid, the widow received 
over $42,000 from the estate. The court 
held that the doctrine of equitable election 
applies. The widow cannot at the same 
time take under the will and against the 
will. Having taken against the will more 
than twice the amount bequeathed her un- 
der the will, she should not be permitted to 
take thereunder. McGehee vs. McGehee, 
Court of Appeals, Md. (39051). 











HOW THE U. S. BOARD OF TAX APPEALS HAS FACILI- 
TATED THE SETTLEMENT OF ESTATES AND TRUSTS 


SURVEY AND SIGNIFICANCE OF IMPORTANT DECISIONS AND RULINGS 
AFFECTING FIDUCIARY CLAIMS AND DISPUTES 


JULES GILMER KORNER, Jr. 
Former Chairman of the United States Board of Tax Appeals 


(Eprror’s NOTE: 


Prior to the creation of the United States Board of Tax Appeal by 


the Revenue Act of 1924 the settlement and administration of estates and trusts were sub- 


jected to unconscionable delays and costly procedure. 


Trust companies and banks, as 


fiduciaries, had no redress except to pay amount determined by the Commissioner of 
Internal Revenue and argue or litigate the payment later, such disputes often eatending 


over a period of years. 


Operation of the U. 


S. Board of Tax Appeals not only enabled 


fiduciaries to obtain final determination before paying taxes but has expedited the settle- 


ment of estates and trusts in important directions. 


The important decisions and rulings 


of the Board bearing upon estates and trusts are reviewed by former chairman of the 
Board, Mr. Korner, who recently relinquished that office to enter the practice of law in 


Washington, D. C. 


He is associated with Charles Hansel Consulting Specialists, a group 


of professional men, engineers, accountants and economists. ) 


T has ever been the concern of the probate 
courts to distribute property as speedily 
as possible. The executor is equally con- 

cerned to keep the property of the estate in 
a productive state and to facilitate its use 
by those entitled thereto. With an increas- 
ing number of persons leaving substantial es- 
tates at death, and with more of them 
prone to allow intestacy laws to control, the 
problem of expeditious settlement of estates 
has become an increasingly difficult one. 
There are now long term trusts, provisions 
for income to beneficiaries who are charged 
with none of the cares in the earning thereof, 
special provisions for spendthrift children, 
powers given to widows to appoint among 
children whose latent abilities are not pres- 
ently estimable by the testator. 

The necessities for revenue have been met 
in the United States by drastic changes in 
the revenue system represented by the Six- 
teenth Amendment and the estate tax laws. 
Since March 1, 1913, there have been eight 
revenue laws, with present indications of 
another revision in the near future. 


less 


Tax Delays on Settlement of Estates 
In this situation it is natural enough that 
frequent controversies should have arisen be- 
tween heirs, legatees, beneficiaries, executors 


and the government. These controversies 
have delayed the settlement of estates for 
years. Trusts have even sometimes been 
ealled “Trusts for the benefit of the solici- 


tors.” As between the government and fidu- 
ciaries, the dispute over what is due and 
what is not due in the matter of tax has 
been prolific of much delay and also of em- 
barrassment to executors, loss to the estate 
and hardships to the beneficiaries, 

Before the creation of the Board of Tax 
Appeals the fiduciary was obliged to pay the 
amount determined by the Commissioner of 
Internal Revenue and argue about the merits 
of the payment later. These arguments, not 
infrequently, stretched over years. This pro- 
cedure worked a double hardship on the tax- 
payer. In the first place valuable assets of 
the estate of a non-liquid character had to 
be disposed of at a sacrifice to raise cash 
to discharge a tax which might later prove 
not to be due. Again, carefully adjusted 
investments of other kinds were of necessity 
disarranged for the same reason. The re- 
covery of the payment at a later date was 
in many instances not responsive to the 
damage done. In the second place long 
drawn out controversies and suits frequently 
worked to the disadvantage of the estate due 
to shifting conditions of persons and things. 

Time usually worked against the estate 
and in favor of the government because as 
time passed the devisees and legatees usu- 
ally became more and more restive and 
amenable to terms of settlement. The con- 
tinuing cost of administration was an ever 
present factor. The possession of the fund in 
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dispute was a great advantage to the gov- 
ernment. The theory underlying the gov- 
ernment demand for payment of the tax 
before final determination of the disputed 
issues was that the revenues of the sovereign 
must at all times be protected from impair- 
ment by injunction or delay in argument over 
them. The sovereign has now seen fit to 
modify this position insofar as cases which 
are taken to the Board of Tax Appeals are 
concerned. With the creation of the Board 
of Tax Appeals and the enactment of Sec- 
tion 274 (a) of the Revenue Act of 1926 that 
theory has no further application to cases 
taken to the Board. 


Board of Appeals Speeds Fiduciary 
Adjustments 

The Board was created by the Revenue 
Act of 1924, enacted June 3, 1924, not as a 
bulwark between taxpayers and the gov- 
ernment, as some taxpayers imagine, but as 
a refining mill settling the issue before pay- 
ment of the tax is enforced. It does not 
merely review the rulings made by the Com- 
missioner of Internal Revenue but redeter- 
mines deficiencies in taxes proposed by him. 
The Supreme Court of the United States rec- 
ognizes it to be a quasi-judicial body.2. Now, 
though nominally a department in the execu- 
tive branch of the government, it is in fact 
even though not in name, an independent 
court. Pursuant to provisions of the Rev- 
enue Act of 1926 it has assumed the func- 
tions and practice of a judicial body and in 
time full recognition will doubtless be ac- 
corded to it as a “Court of Tax Appeals,” 
in name as well as in fact, 

Almost any decision the Board might make 
will look to speedy determination of the is- 
sues and, in consequence, to a speedy settle- 
ment of estates. Except for error in the 
admission or exclusion of evidence the Cir- 
cuit Courts of Appeals will probably not 
review the facts found by the Board but will 
confine themselves in such review to errors 
of law. Thus the Board's findings of fact 
may generally be taken as decisive of all 
fact issues. That of itself is a great gain in 
the interest of a speedy and final settlement. 

The influence of the Board, however, in 
expediting the settlement of estates is by 
no means limited to the determination of 
immediate disputes. Its decisions and opin- 
ions will constitute guide posts to fiduciaries 
and parties interested in estates and trusts 
in their conduct thereof, and lay down prece- 

i See the following cases stating the purpose of the crea- 
tion of the Board of Tax Appeals: Appeals of Everett Knit- 
ting Works, 1 B. T. A. 5, 6; Oesterlein Machine Co, 1 B.T.A. 
159, 166; Guiterman Strauss Co., 1 B. T. A. 243, 245. 


2 Levi Goldsmith vs. U. S. Board of Tax Appeals, 270 
U.S. 117. 
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dents for the guidance of the Bureau of In- 
ternal Revenue in the amicable settlement of 
other cases pending there. This cogent in- 
fluence is more far-reaching than mere mech- 
anical aids. 


Mechanical Aids in Expediting the Settlement 
of Estates 

The Board is powerless to assist in the 
determination of tax liability of estates un- 
til the Commissioner has determined a defi- 
ciency, but fiduciaries can generally secure 
a speedy determination from the Commis- 
sioner by making special request therefor as 
a basis for appeal to the Board. Though no 
provision has as yet made for giving 
the petitions of estates and trusts any prece- 
dence in the hearing on the Board’s calendar, 
the delay in the hearing of such cases is due 
usually to the lack of preparation by counsel 
for the petitioner rather than to any condi- 
tions originating in the Board. This is evi- 
denced by frequent requests for continuance 
and by frequent dismissals for failure to 
prove the allegations of the petitions. Execu- 
tors can assist greatly in the prompt disposi- 
tion of their cases by a clear presentation of 
the issues of fact as well as of law at the 
hearing and thereafter by filing promptly a 
well considered brief. An examination of the 
Board's files will that many briefs 
are of slight assistance to the Board. 

The foregoing are merely mechanical aids. 
Expedition in settlement of estates must be 
traced, if at all, to the more remote influence 
exercised by the decisions of the Board in 
cases that have arisen. In the 
that the Board has 
influences have 
potent. 


been 


disclose 


short time 
functioning 
should be, 


been these 


been, or very 


Competent Counsel Must Be Employed in 

the Administration of Estates and Trusts 

If undue difficulties with the government 
are to be avoided, it is necessary to have com- 
petent advice in the drawing and probate of 
wills and in the disposition of property of 
estates. Many failures to receive a deter- 
mination favorable to fiduciaries have re- 
sulted from a failure to realize that the 
fiduciary goes to the Board of Tax Appeals 
presumably after he has been heard by the 
Commissioner. He has the burden of proof 
and must prove the facts just as if he were 
in a court of equity of the District of Colum- 
bia. Allegations in a petition do not consti- 
tute facts, even though verified, and the 
evidence in support of those allegations must 
be full, convincing, and in conformity with 
the rules regarding its admissibility. The 
failure to observe these principles through 
the failure to employ competent counsel has 
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brought disaster to many cases. Where there 
is a failure to sustain the burden of proof 
the Board is left with no course to follow 
but to sustain the determination of the com- 
missioner. 


Accurate Books of Account and Records 
Should Be Kept 

Many fiduciaries who are not in the trust 
business have come to learn that their books 
of account and records must be full and ade- 
quate before they can hope to be successful 
in tax litigation. This necessity is made 
evident by the long discussion of the Board 
in the definition of “distributive shares” of 
estates, under the 1918 Act, practically re- 
quiring that books be kept along lines that 
allocate the income each year, either as in- 
crease of the corpus or as amounts presently 
distributable to life 
ance with estate decisions.* 


beneficiaries in accord- 
Heretofore the 
necessity of books was made apparent only 
in the occasional disputes between life ten- 
ants and remaindermen, but the Board has 
made the proper allocation of income a mat- 
ter of everyday importance. 


Fiduciary Administration Must 
Be Regarded a Business 
This is a unique contribution by the 
Board's decisions to the law of estates and 
trusts. Long-term estates and trusts where 
securities are invested and reinvested con- 
stitute business in a real sense with the fidu- 
ciaries as employees.*| The incidental tax lia- 
bility of such estates and trusts is then eas- 
ily determined. 
low, however, 


Frequently 


It does not necessarily fol- 
that estates and trusts in the 
administration partake 
of the nature of business. 


ordinary process of 

The extensive scope of operation of trusts 
in the business life of the nation 
recognized by the Board. Thus it recognizes 
the proper use of the trust device in the 
affiliation of corporations for tax purposes, 
wherein the business is regarded as impor- 
tant while the separate and various cor- 
porate entities simply represent branches of 
such business.5 Through the offices of trus- 
tees in liquidation, corporations have been 
allowed to recognize without incurring the 
tax difficulties that would follow if the stock- 
holders of the old corporations were to take 
a distribution directly and then convey to a 
new corporation. 


The Board’s Analysis of Legal Problems 
Cannot Be Ignored by Fiduciaries 


Tax cases frequently test and require the 


has been 


3 Appeals of Louise P. V. Whitcomb et al., 4 B. T. A. 80. 
4 Appeal of Grace M. Knox, Exrx., 3 B. T. A. 143. 

5 Appeal of Kenosha Fruit Co., 2 B. T. A. 63. 

6 Appeal of S. B. Quigley, 2 B. T. A. 159. 


soundest analysis of legal conceptions that 
go unquestioned in many other branches of 
the law. The only other comparable testing 
agency are the principles of the Conflict of 
Laws, which, in addition to the tax prob- 
lems, are also frequently thrust upon the 
Board. It has often to consider very com- 
plicated will provisions.? Questions that 
arise for decision range from such extremes 
as the vesting of estates* and the ownership 
of shares of stock,’ to questions of citizen- 
ship and domicile of decedents.” 

A question might be raised whether the 
Board has been wholly consistent in all of 
its decisions. For example, in the Appeal of 
Julia N. DeForrest,“ the Board took a differ- 
ent view of the nature of a distributive share 
of a beneficiary under the 1918 Act than the 
views announced in the cases of Louise P. V. 
Whitcomb,“ and Marguerite T. Whitcomb. 
This apparent inconsistency, without any at- 
tempt at distinction, is productive of con- 
fusion and is largely attributable to the fail- 
ure of counsel to properly present cases bear- 
ing on the issues to the Board. Such a fail- 
ure was further evidenced in the case of 
Edward Deutsch,“ where the will placed be- 
fore the Board for consideration was a short 
inartistically drawn document. The provi- 
sion of the will seemed to create a power 
of appointment, though not specifically so 
denominated and very little else of evidence 
appears to have been presented to the Board. 
A construction either way may have been 
justifiable but the failure of the Board to 
treat the question in the opinion, is probably 
due to the fact that the attorney for the 
petitioner failed to consider and develop the 
possibilities of his case. 


Decisions Promote Uniformity in Application 
of State Tax Laws and Decisions to 
Estates and Trusts 


The Board does not attempt to place a 
de novo construction on wills or other legal 
documents affecting estates and trusts, but 
very properly follows state decisions on these 
points.“ However, it will undertake to con- 
sider originally the nature of state inherit- 
ance tax laws by determining whether they 
are taxes on the transfer or receipt of prop- 
erty. The very fact that this one tribunal 


7 See A ppeal of Joseph P. McMullen, Exr., 3 B. T. A. 589, 

8 Ibid. 

9 Appeal of John J.O' Neill, Jr., et al., Exrs.,4 B.T. A. 78, 

19 Appeal of Adolph Rosenbere, Exr., 2 B. T. A. 720. 

4 B, T. A. 1059. 

24 B. T. A. 80. 

835 B. T. A, 191. 

“4B. T. A. 1009. 

is 4 ppeal of Catherine Erswell, 1 B. T. A. 1254; Appeal of 
Joseph P. McMullen, Exr., supra. 

6 A ppeal of Hamilton Shaver, Exr., 4 B. T. A. 127, 











14 TRUST COMPANIES 






in a nature of a court is passing on so many 

different statutes will unquestionably work 

towards uniformity in their construction and 

application, at least for federal tax purposes. 

Tax Liability of Estates and Trusts Is Deter- 
mined According to Actualities 

The Board has decided that no matter 
what the rights and liabilities may be under 
the will, the actual facts that have trans- 
pired in the case will govern. This must not 
be interpreted to mean that form is unimpor- 
tant. The application of the principle is best 
illustrated in Scripps Appeal. The Board 
there said: 

“Whenever taxable income is to be deter- 
mined, all the facts must be considered. It 
may be that some of the facts are creatures 
of the law (cf. Appeal of E. C. Huffman, 1 
B. T. A. 52; Appeal of John K. Greenwood, 
1 B. T. A. 291), and are therefore not so 
readily apparent as physical or economic 
facts (cf. Appeal of Even Realty Company, 
I B. T. A. 355, and Appeal of Union Metal 
Manufacturing Company, 1 B. T. A. 395), but 
all the facts of all kinds should be recognized 
and weighed. It is not sufficient to look only 
at the abstract legal facts or only at the 
more concrete and tangible facts. Hence we 
may not in applying the statute before us 
look only at the trust instrument and the 
rights created thereby, and closing our eyes 
to what has happened in relation thereto, say 
whether the income in question is of one or 
the other class. The statute, it will be noted, 
wisely uses terms of actuality as the criteria 
of liability, and we must, therefore, look not 
alone to the bare language of the trust in- 
strument but to the acts of the persons most 
interested in its correct enforcement.” 

In that case the Board found that though 
the trustee had the discretion to accumulate 
and to distribute certain income, he had con- 
sistently distributed the income periodically 
and that the income should be taxed on that 
basis. See also Mary L. Barton, Trustee, and 
Estate.* However, in the Appeal of 
Edwyna Applebye Robinson” certain income 
was actually assigned in part to the assignee, 
yet the Board found that the assignment 
was invalid under the New York law, and 
there the actuality of payment was not given 
great weight. 


Sage’s 


The principle is further illustrated by Ap- 
peal of Fidelity Union Trust Company, Err.” 
The will apparently made a legacy to a hos- 
pital payable out of a designated fund. This 
would ordinarily be a demonstrative legacy, 





v1 B. T. A. 491, 496. 

85 B. T. A. 1008 and 6fB. T. A136. 
4B. T. A. 504 

»6 B. T, A, 125. 








and the amount being payable out of a fund 
which was deductible as property received 
from a prior decedent, the legacy was not 
again deductible as a contribution to charity. 
The Board followed the actualities, and since 
the proceeds of the fund were mingled with 
other assets, it considered at length whether 
of necessity any of the amount of these pro- 
ceeds was actually paid to charity. The prin- 
ciple under discussion is reviewed at length 
in Appeal of Goodell-Pratt Company.™ 


Board Has Liberalized Application of Reve- 
nue Laws and Regulations to Estates 
and Trusts 
The Treasury Department through its 
regulations, decisions, and the like lays down 


mandatory rules for the guidance of its 


subordinates in the determination of taxes. 
Treasury officials and employees are gov- 


erned in their action by these rules until the 
latter are modified. In an administrative or- 
ganization such a procedure is necessary to 
insure consistent treatment of all cases. But 
the Board is not controlled or governed by 
such rules unless they are in conformity with 
the statute. In this respect the situation of 
the Board is exactly the same as a court. It 
will not allow the book entries of a Collector 
of Internal Revenue to modify a statute in 
a definition of “a deficiency” which gives the 
Board jurisdiction of a case.“ In that case 
the Board took judicial notice that the Estate 
Tax Unit in the Bureau of Internal Revenue 
not only existed, but that a certain communi- 
cation to the taxpayer was signed by the 
deputy commissioner in charge of that Unit 
and the Board presumed that the signature 
was duly authorized and regular. It has 
furthermore held that executor’s commissions 
can be deducted even before the amount is 
actually allowed and paid in accordance with 
the order of a probate court.” It has pre- 
vented a double inclusion in the gross estate 
by requiring the commissioner to increase 
the indebtedness of an estate by the amount 
he had added to the gross estate to include 
the note of a third person used by the dece- 
dent to reduce his own indebtedness.* 

“The Board has given a liberal construction 
to the term “claims against the estate” in 
determining deductions from the gross estate. 
Thus, even though taxes have not been as- 
sessed and determined until after the death 
of the decedent, if such taxes are made a lien 
on the estate at a date prior to the death 
of the decedent, such taxes are considered 

13 B. T. A. 30. 

2 Fannie Newman vs. Commissioner (Docket No. 21,295, 
decided March 2, 1927), 6 B. T. A. 

23 Appeal of Samuel E. A. Stern, Exr., 2 B. T. A. 102. 


% Earle A. Donaldson vs. Commissioner (Docket No. 1629, 
decided March 10, 1927) 6 B. T. A. 
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claims against the estate and are deductible 
from the gross estate.™ It has given effect 
to the purpose of life insurance by refusing 
to include in the gross estate the amount of 
the policy when payable directly to the bene- 
ficiaries.” 

Further freedom from the rigidity of the 
rules of the Treasury Department is appar- 
ent in the case of Scripps Appeal, supra. 
Another interesting example is the Appeal of 
Elmer Rodenbough.” In that case the Board 
declined to follow the technical ruling of the 
commissioner who contended that to permit 
the benefit of a deduction on account of prop- 
erty received from a prior decedent, it was 
necessary to show that the identical property 
was retained by the latter decedent, or ex- 
changed only once. The Board, however, held 
that so long as the property received in ex- 
change was identifiable, either in kind or 
through its proceeds, the property might be 
deducted from the gross estate. This decision 
brings the law of taxation into line with the 
modern cases of trusts in following the “res,” 
which no longer require an earmarking of 
the funds. The Board has pointed out ap 
parent discrepancies in the income and es- 
tate tax laws in respect of the treatment of 
life estates,* in that for estate tax purposes, 
a life estate is treated as capital, and yet 
the tenant of such estate is not allowed a 
deduction for income tax purposes for the 
gradual exhaustion of this capital, although 
on the analogy of the exhaustion of annuities, 
such a deduction might properly be allowed. 


Board Encourages in Estates What Congress 
Intended to Encourage 

The statute allows a deduction of 
table contributions in the determination of 
the net estate of a decedent, but the com- 
missioner attempted to cut down that deduc- 
tion by the amount of state inheritance taxes 
paid thereon. The Board refused to follow 
him in that respect and allowed the full 
amount to be deducted,” holding that the 
purpose of the deduction was to encourage 
contributions to charity. The attitude of the 
Board in the matter of what constitutes an 
exempt charitable corporation is illustrated 
by the Sand Springs Home decision.” 

The action of the commissioner in includ- 
ing in the gross estate the value of estates by 
the entirety gave rise to a question which 
was warmly contested before the Board. The 
Board held that by reason of the common 


chari- 


2% A ppeal of Charles B. Shelton et al., Exrs., 3 B. T. A. 809. 

% Appeal of Julia S. Lucky, Exr., 2 B. T. A. 1268. 

71 B. T. A. 477. See also Appeal of Fidelity Union 
Trust Co., Exr., 6 B. T. A. 125. 

2% Appeal of Helene R. McConnell, 3 B. T. A. 260. 

2% Appeal of Howard K. Walter, et al., Exrs.,2 B. T. A. 453, 

%6 B. T. A. 198. 
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law incidents of such estates there was no 
transfer of any interest from a deceased to a 
surviving spouse and that the value of such 
estates were not properly to be included in 
the estate of the decedent for purposes of 
measuring an estate tax." Some of the mem- 
bers questioned the reasoning of the opinion 
in that believing that the decision 
should turn on the right of Congress to in- 
clude the value of such estates. The ma- 
jority, however, held that irrespective of the 
power of Congress to provide for such inclu- 
sion such power had not been exercised in 
framing the taxing statute under considera- 
tion. It is understood that the commissioner 
will not seek a review of this decision in 
any case arising under the Revenue Acts of 
1918 and 1921, but that he will contest the 
application of that doctrine under a case 
arising under the Revenue Act of 1924. The 
doctrine announced seems settled as far as 
the Board is concerned as it has been re- 
peatedly followed in subsequent cases. No 
case arising under the Revenue Act of 1924 
has yet been decided. 


case, 


Board Encourages Devices to Expedite the 
Settlement of Estates 

In George W. Burkitt Estate,” the children 
of decedent who inherited from their mother 
certain property deeded that property to the 
decedent in his lifetime to facilitate and 
eliminate red tape in the administration of 
their mother’s estate. The commissioner 
held the deeds (absolute on their face) to be 
outright conveyances to the decedent and 
proposed to include the value of the prop- 
erty so conveyed in decedent’s gross estate. 
The Board interposed and held that the 
father was trustee for the children as to 
this property which thus comprised no part 
of his estate. The Board recognized this 
method as a proper and expeditious method 
for the settlement of an estate and 
to discountenance it. 

The Board has at all times preferred an 
easy and natural construction of laws, rather 
than the strained construction sometimes 
proposed, as in the case of Minnie L. Jack- 
son, in which the commissioner contended 
that a legacy to charity, payable in three 
annual installments, was an annuity and 
must be discounted to present worth in de- 
termining the amount deductible; but the 
soard held it was clearly not an annuity. 

Although the Board has thus liberally ap- 
plied the revenue laws and the regulations 
to the administration of estates, it is not to 


refused 


3% Appeal of Susie M. Root, Exrx., 5 B. T. A. 696; Estate 
of Hudson, 5 B. T. A. 711. 

23 B. T. A. 1158. 

%3 B. T. A. 832. 
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be regarded as a Board of equalization in 
taxation. Its duty is to apply the law to the 
facts presented to it. If there are inequities 
in the law, the taxpayer’s recourse is to 
Congress. The Board cannot provide a rem- 
edy for an apparent hardship growing out 
of the application of the law.** The Board 
will uphold the regulations of the commis- 
sioner where it deems them to be in con- 
formity with the statute, as, for instance, in 
the valuation of stock.” The Board will not 
put a strained construction upon a_ given 
state of facts with a view to liberalizing the 
application of the law. For example, if a 
decedent borrows on his policies of insurance 
and makes a third person the beneficiary un- 
der such policies, the Board holds that the 
loans are not to be recognized as claims 
against his estate and hence cannot be de- 
ducted.” 


Number of Tax Disputes Reduced 


These decisions of the Board have their 
effect on the minds of members of the Bar 
of the Board and of other members of the 
Bar who follow its proceedings. It is becom- 
ing more and more apparent that the Board 


is enabled to expedite the disposition of tax 


problems. By furnishing precedents and 
guiding principles to fiduciaries and their 
counsel and also to the government, the 


Board has reduced the number of disputes. 
The Board as such is not a mere agency for 
grinding out decisions. It is not designed 
to find remedies or give relief to any one. 
Its duty is to find the facts and apply the 
law to them. As stated before, the Board is 
not a refuge for taxpayers where they can 
be relieved from burdens placed on them by 
their representatives in Congress. It is an 
independent and impartial tribunal before 
which both parties to a controversy may be 
heard. 

The Board’s decisions have expedited the 
settlement of disputes which formerly 
dragged on for years in the Bureau and in 
the courts. The results accomplished in the 
very short time of its existence justify the 
belief that fiduciaries may take to it their 
problems with the certainty of a speedy and 
practical determination. When there is more 
time for deliberation and when the members 
of the Bar play less the réle of tax experts 
and more the réle of officers of the court, 
whose privilege and duty it is to assist and 
aid the court in discharging the great re- 
sponsibilities laid upon it, we may look for 
it to come into a sphere of even greater use- 


* Appeal of Brown & Ives, Trustees, et al., 2 B. T. A. 936. 
% Appeal of Julia Anna Schroth, Exrs., 5 B. T. A. 326 
33 Appeal of Annie S. Kennedy, et al., Exrs., 4 B. T. A. 330. 
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fulness and value. In the meantime estates 
may litigate their issues and have a final de- 
termination of them before being forced to 
pay the taxes which depend for their ac- 


curacy on the determination 


of those very 
issues. 
WHEN LAYMEN DRAFT WILLS 


Surrogate Slater of Westchester County, 
New York, recently interpreted the construc- 
tion of a will which furnishes interesting 
commentary on trust provisions of a_ will 
when drawn by a layman and rendered in- 
operative. The will was that of Mrs. Rose 
Logan who left a considerable estate and in 
one part of the will, attempted to provide 
for a trust in behalf of her children and 
in another directed the executrices to “take 
full charge of my property and dispose of 
same as they shall for the best interests of 
the children.” 

Surrogate Slater construed the will in the 
following language: “The question involved 
is whether Jack Logan and Marie Logan, the 
two infant children of the decedent, take the 
estate in fee and in possession, or whether 
the estate is vested in possession in trus- 
tees until Marie shall arrive at the age of 
25 years. It is my opinion that valid ex- 
press trust was not created. One of the 
elements of an express trust was omitted. 
The will was drafted by a layman and the 
usual happened. The legal title to the es- 


tate is not vested in the trustees. There 
was no intention to pass the legal title 
thereto to the trustees. There was no ex- 


press gift to the executrices, and no direc- 
tion for them to collect, or to apply the in- 
come to the use of any body. They hold as 
executrices merely performing their duties 
as such, without taking a trust estate. The 
will gives and bequeaths the entire estate 
to the two children.” 


INSTALLMENT LOANS BY SAVINGS 
BANKS 

Savings banks are confronted with the 
problem of meeting the keen competition 
from building and loan associations and oth- 
er loaning institutions which are drawing 
funds away by the promise of higher inter- 
est. The Savings Bank Division of the Ameri- 
can Bankers giving serious 
attention to the subject and advocating vari- 
ous plans to counteract such drain on savings 
deposits. One is to direct public attention 
more emphatically to the advantages and 
greater elements of safety in savings ac- 
counts, which are sacrificed by the lure of 
higher yields. 


Association is 











HOW THE COUNTRY GENTLEMAN OF 





“MERRIE 


ENGLAND” ADAPTS HIMSELF TO NEW CONDITIONS 


CONVERSION OF LANDED ESTATES AND BARONIAL MANORS INTO 
LIMITED LIABILITY COMPANIES 


WILLIAM SOWDEN, London, England 


(Epiror’s Note: 


Modern industrialism and the pitiless pressure of economic as well 


as political change, have wrought sad havoc with the romance and traditions associated 
with Old England and as evidenced by the disintegration of fine old estates and decaying 


“manors” where lords and “squires” 


of former days exacted almost feudal homage. 


Vevertheless the Englishman “of the manor born” holds tenaciously to instincts of an- 


cestral pride and patrimonial possession. 


The crushing burden of taxes, death duties, 


uprooting of manor rights and the creation of freeholds, all these and more have added 


to the plight of the English “country gentleman.” 


As a haven many of the old surviving 


estates are now being converted into limited liability companies, which provide easement 


from multiplicity of tares and substitute modern methods of management. 


of English landed aristocracy and the 


The position 


reasons leading to the formation of companies, 


are interestingly related in the following article.) 


© those whose lot is cast 
Where land is valued in accordance 
with its productive power and can be 
disposed of as freely as any other possession, 
it must at times be somewhat difficult to 
understand the position with regard to own- 
ership of the soil in England and the point 
of view or feeling of those who are possessed 
of what is called real property. It has been 
said that England is the only country in the 
world where the anomaly of “settled land” 
would be tolerated. To “settle” prop- 
erty in English law is “to limit it or the in- 
come of it to several persons in succession, 
so that the person for the time being in the 
possession or enjoyment of it has no power 
to deprive the others of their right of future 
enjoyment.” (Byrne’s Law Dictionary.) 
For centuries past England has been a 
land of comparatively vast estates. The coun- 
try was parcelled out amongst the more im- 
mediate friends, followers or relations of the 
various monarchs, and these 
lished “lines’’ which held, for 
years in many instances, in 
unbroken estate, in most entailed so 
that it could pass to one only of the children 
of the temporary owner and could not be 
sold or otherwise parted with. Other estates 
were acquired by purchase or in various 
ways, and here too “lines” were established. 
These estates were added to at the time of 
the great Enclosure Acts of the end of the 
eighteenth and first half of the nineteenth 
centuries. 


in countries 


is or 


people estab- 
hundreds of 
succession, an 


cases 


Dawning of Industrial Era 

The population of the country, which had 
been easily supported by the semi-cultivation 
of the soil, was growing to such an extent 
that more corn was needed, particularly to 
feed those who were being diverted to indus- 
trial pursuits, and the great commons—held, 
not by all the people, as many believe, but 
by certain who had special rights thereto 
were needed for corn growing. 

There was a great outery, but the flocks 
and herds on the open land were riddled by 
disease and half-starved—‘“like greyhounds” 
Was a contemporary description of the sheep 

and for the most part the original com- 
moners had disposed of their rights to others. 
In the light of modern ideals the work would 
have been carried through on different lines, 
but “other times, other manners” and there 
can be no doubt that the country as a whole 
reaped the benefit. In any case it got the 
corn it needed and its livestock has steadily 
improved ever since. 

Few things in England are quite apart 
from politics, and with the growth of export 
trade there came a political school which 
reasoned that it was better to import wheat 
primarily and food generally from the vast 
areas of America, Canada, Australia and so 
on, than to grow it. Food was almost the 
only thing which these countries had to sell 
in those days, and it came in abundance and 
cheaply. In return for it the settlers in these 
then new lands purchased the manufactured 
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goods of British factories. Legislative enact- 
ments were employed to speed up the process. 
Soon the land, no longer needed for corn 
growing, was laid down to grass, used in 
large part for sport and amenity purposes 
by the owners enriched in the corn days, and 
the British farmer drifted into being little 
but a stock raiser on a small scale. 


Halcyon Days of the “Country Gentleman” 

The “country gentleman” became a man of 
broad if half-used acres and of certain defi- 
nite political views. His vast estates brought 
him in a substantial income by their very 
size, but that income had little relation to 
the true value of the land, This value had 
been destroyed with a deliberate purpose, 
that of enriching the manufacturing inter- 
ests. The farmer was not wanted as a con- 
tributing member of the community. And so 
there grew up a class “standing on dead 
men’s legs,’ drawing an income from the 
land which their fathers had acquired. 

A kindly race this, forbearing toward their 
“inferiors,” ready to help anyone on their 
estates who fell on hard times, writing off 
the rent of the farmer in bad seasons, not- 
withstanding that often more than half of 
the fault lay with the farmer himself; pro- 
viding cottages for the farm workers at what 
was admittedly a loss; regarding themselves 
as the fathers of “their people,” and opposed 
to any change which might be proposed, often 
without understanding what the change 
might be. The wives and daughters of these 
people were the “ladies bountiful’ of the 
countryside, and “the family” were almost 
universally beloved. The English novelist 
based most of his stories upon them. 

With the ownership of land went social 
prestige; indeed, however impoverished he 
might be in other ways, however unworthy 
in himself, the nominal owner of a “man- 
sion” and a noble estate Was a man much 
honored. The mansion was a legacy from 
the great corn-growing days at the dawn of 
the industrial era, and was handed down 
from the squires of Georgian times, when 
there was an epidemic of extravagant build- 
ing—one means of using up the vast and 
unexpected wealth which had come to estate 
owners. The passing of this period left the 
descendants of these owners with pride of 
possession, but often comparatively little be- 
sides. The mansions had developed into 
white elephants and in the bad times of the 
*seventies and ‘eighties of the last century 
and since many were shut up altogether or 
only partially occupied. 


Struggle to Maintain Entity of Estates 
Land sometimes has a trick of becoming 


valuable rapidly, and without the efforts of 
the owner himself. Development of new 
towns to meet industrial expansion enriched 
afresh the owners of certain estates, but it 
left untouched the proprietors of those es- 
tates which retained their rural characteris- 
tics, and these were greatly in the majority. 
A certain simplicity of life, coupled with 
what was held to be dignified and cultured 
leisure, became the rule. With ten thousand 
or so acres a man would have an income sub- 
stantial in itself, even after certain deduc- 
tions—of which more later—had been made. 
Farm rents slipped steadily downwards un- 
til at the time of the outbreak of the late 
war they were very rarely indeed higher 
than an average of thirty shillings an acre, 
and were frequently substantially lower. 

The upkeep of the mansion itself, which 
called for a small army of servants; repairs 
on the estate, taking as a rule roughly one- 
sixth of the total income, if not more, al- 
though only one-eight was allowed in calceu- 
lations for income tax; the writing off of 
rents for those whose farming year had not 
proved a success; the necessity for provision 
for younger sons of the family, dowries for 
daughters of marriageable age, “portions” for 
dowagers, and many other charges, proved 
so heavy a drain on property owners that 
they often, even with care, found themselves 
compelled to mortgage their belongings (it 
is declared on good authority that nine-tenths 
of the land of England is heavily mortgaged) 
to “sell the timber” or to resort to some other 
means of raising money; not the rarest being 
an alliance by marriage with the family of 
some prosperous manufacturer. Through it 
all the pride of possession, the dignity at- 
taching to the ownership of estates, a care- 
fully cultivated contempt for those engaged 
in trade, the practice of primogeniture and 
the custom of entail, made it alternatively 
a point of honor and a necessity to maintain 
the entity of an estate. 


How Land Tax Was 


For long, land had borne a special tax, 
known as the land tax. In 1692, Parliament 
granted William and Mary a special “aid” for 
the purpose of carying on a war with France. 
This took the form of a tax at 4s. in the 
pound on the annual rent or value of all 
real estate, the salaries of public offices, and 
on the assumed income from personal prop- 
erty. The science or art of assessment had 
not developed in those days, however, and so 
many things escaped duty that the tax soon 
proved unworkable. Most of this tax was 
abolished and replaced by new taxes, all 
now repealed except that on real property. 


Levied 

















The Land Tax (in England, Wales and 
serwick-on-Tweed) at the present day is a 
yearly charge on the value of all heredita- 
ments. The rate of the tax varies from one 
parish to another from a penny to a shilling 
in the pound. It is collected from the oc- 
cupier, who, if a tenant, may deduct it from 
his next payment of rent. The tax may be 
redeemed by a lump sum payment sufficient 


to provide a corresponding income calcu- 
lating at 4 per cent per annum. This re- 


demption payment may also be made in in- 
stallments, spread over not more than 
teen years and bearing interest. 


six- 


Death, Estate and 


Death duties, at first merely nominal, have 


Legacy Duties 


been an integral part of the British taxa- 
tion system since 1694. Acts followed in 
1796, 1853, 1881 and 1889, until in 1894 all 


previous taxes were replaced by a levy known 
as estate duty, relating to both personalty 
and realty, also a duty known as settlement 
estate There 


duty. are now in  opera- 
tion legacy duty and succession duty. 


It may be stated briefly here that legacy duty 
and succession duty are each at the rate of 1 
per cent if property passes to lineal descend- 
ants, husband or wife, father or mother of the 
deceased; 5 per cent if to brothers and 
their descendants; 10 per cent 
relatives, strangers or charity. 

Successive governments, seeking addition- 
al sources of revenue, and, strangely enough, 
whatever their political complexion, have 
added to the demand for death duties until 
today the rate may reach as high as 40 per 
cent in the case of large estates. The duty 
is graded as follows: 


sisters or 


if to other 


Estate value 

between 
£10,000 and 
25,000 and 
£50,000 and 


£12,500 — 5 per cent 

£30,000—10 “ “ 
£55,000 —15 “ 
£100,000 and = £120,000— 20 “ 

£250,000 and £325,000—25 “ “ 

£1,000,000 and £1,250,000— 30 “ “ 

£1,500,000 and £2,000,000— 35 “ “ 
Over £2,000,000 — 40 “ 


The term “estate” as here used signifies 
possessions and has no special reference to 
land. 

In considering these figures it has to be 
borne in mind that when a person succeeds 
(as in entail or under the special provisions 
of a will) to an interest only for life in an 
estate, with absolute directions as to the 
future disposal of the property, the duty is 
levied not upon the interest enjoyed, but 
upon the entire estate, leaving the amount 
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in certain cases to be met by those who have 
the interest only and who cannot sell part 
of the property to meet the charge. Some 
little relief is given in cases of quick suc- 
cession. Thus if a second death occur with- 
in a year of the first, the du‘~ is reduced 
by 50 per cent; if in two years, 40 per cent; 
in three years, 30 per cent; in four years, 
20 per cent; and in five years, 10 per cent. 
In addition to these death duties there are 
the legacy and succession duties previously 
referred to. 
Cumulative Demands upon 


Landed Estates 
Besides the taxes falling on all incomes, 
the property owner has to meet land tax, 
tithe, special drainage rate, contribution in 
some cases to minister’s stipend, and several 
other charges, as well as local 
It needs little imagination to 
effect of such demands as these upon the 
owner of landed estate. Left with some 
thousands of acres upon his hands and fre- 
quently with little or no ready cash, the 
new owner must obtain from somewhere 
the money to meet the cash payments he is 
called upon to make. The land is valued 
according to market value at the time. Reas- 
onable give and take are shown and it is 
not often that figures in dispute reach the 
courts, 

If the land is entailed it cannot be dis- 
posed of unless the new owner and the pre- 
sumptive heir (provided he be of legal age) 
agree to cut the entail, and then heavy cost 
and loss are incurred. It follows that there 
must be either a heavy charge for many 
years which the new owner will have to meet, 
an insurance to meet the cost of death duties, 
involving another heavy drain on revenue, 
or a “forced sale” when it will rarely be 
found that the land brought under the ham- 
mer will realize anything like the 
at which it was valued. 


rates, 
picture 


ete. 
the 


figure 


Parceling Out a Landed Estate 


An owner may dispose of part or the whole 
of his property by a deed of gift made more 
than three years prior to his death, but it 
must be provable that bona fide possession 
and enjoyment of the property was assumed 
at once by the beneficiary and thenceforward 
retained to the entire exclusion of the now 
deceased or of any benefit to him by interest 
or otherwise. It is also provided that prop- 
erty belonging to a deceased person which 
he has placed in the joint names of himself 
and some other person shall be liable to duty 
as if the whole were the entire property of 
the deceased and were inherited by the other 
party to the joint holding. 
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The difficulty of parceling out a landed 
estate to various owners will be apparent. 
The economical working of such a property de- 
pends so largely upon its conduct as a single 
entity that it has been the custom for the 
son and heir, instead of possessing part of 
the property in his own right, to be granted 
an “allowance” by the owner of the estate. 
Younger sons and daughters are allotted a 
“portion” or dowry out of income, and are 
generally free from all claims to the estate 
at the time of the death of their male parent, 
who can only leave to them any personalty he 
may own, which is frequently little. Apart 
from this they, with the wife of the deceased, 
should she survive, remain a sort of charge 
of honor upon the estate. 


Post-war Burdens 

The difficulties of the land owner have 
been aggravated by the post-war conditions. 
The decreased purchasing power of money 
has been reflected in practically everything ex- 
cept in farm rents, previously existing mort- 
gage rates and the rents of houses of such 
classes as bring them under the Rent Restric- 
tions Acts. Where property is held on long 
lease, rents have remained absolutely sta- 
tionary. Where farms are let on annual 
or short term agreement it has been shown 
that advances in rent have not averaged 
more than 2 per cent, so that the income of 
the land owner remains practically what it 
was prior to 1914, notwithstanding the vastly 
increased living, maintenance and 
other outgoings, and the much heavier taxa- 
tion. 

Although the rents have not advanced, the 
cost of repairs has increased something well 
over a hundred per cent, and for part of the 
time by fully twice as much. In allowances 
off gross rent income for calculation of in- 
come tax, however, the deduction permitted 
still stands at one-eighth, whereas to keep 
properties properly in repair, something like 
a third of the actual low rentals received 
may be called for. 

There has come simultaneously, again 
largely for political reason, an agitation 
against land owners. There has come also, for 
the first time for nearly a century, a recog- 
nition of the fact that the land has poten- 
tial productive value of a high order, and 
that it is a duty the owner owes to the com- 
munity to grow, or encourage the growth of, 
more food thereon. At the same time, ag- 
ricultural products are facing a rapidly fall- 
ing market. 

Breaking Up of Large Estates 


The owner of the large estate, therefore, 
finds himself compelled to change his ways 


cost of 


and cultivate his land, so far as he holds it, 
on different lines. Here comes in the play of 
personality. Apart from the fact that the 
practice of generations has unfitted him for 
work of the kind, it is not every man, how- 
ever clever and however educated, who can 
develop or already “business in- 
stinct.”’ For cannot rise to 
such an occasion as this the only way out has 
been to sell the estate, there being little 
difficulty in persuading the heir to agree to 
the cutting of the entail when it is so easy 
to demonstrate that a much greater income 
without risk can be obtained merely by in- 
vesting the proceeds of the 
Government securities. 


possesses 


those who 


sale even in 


Hence the breaking up of so many large 
estates and the disappearance of so consid- 
erable a proportion of England’s “landed 
gentry.” The farmer, forced to buy his 
holding for fear of being turned out, was 
faced in the auction room (or feared to be, 
which is the same thing in its results) by 
speculators, and so was willing to pay com- 
paratively high prices for his land, even when 
compared with those paid where amenity 
value has been taken into account. These 
prices have dropped in recent years owing 
to depression in agricultural prices, but even 
today they are far greater than the income 
the land owner received would appear to 
justify. 


A Typical Illustration 

To take an illustration from the Devon- 
shire estate of Combe Raleigh, sold in 1920, 
nearly at the end of the “boom,” a farm of 
87 acres, yearly rent £110, brought £4,000; 
236 acres, yearly rent £420, realized £11,250; 
142 acres, yearly rent £240, sold for £5,900, 
and so on. It will be observed that here 
the rents are a little over the average, the 
land being peculiarly fertile. The new owner 
of the 236 acres, to take an example, if, as 
was mostly the purchased with 
mortgage money, would be in a_ position 
something like the following: reduction of 
income through provision of £1,250 cash at 
4 per cent, £50; mortgage interest at 5 1/2 
(often 6) per cent, on £10,000, £550, a total 
payment of £600 in place of £420, with his 
own repairs to do, his own special rates, 
tithes, ete., to pay, and no allowances dur- 
ing bad seasons. And except he pay off more 
than this, he remains only the nominal owner, 
and may eventually lose his farm altogether. 


case, he 


The man who sold the estate can get on 
Government securities, 4 per cent, free of 
tax, on his £11,250, a clear £450, with no 
repairs to pay for, no income tax, and indeed 
no “outgoings,” unless liable to supertax. 
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To one whose ancestors have lived upon 
and owned a wide stretch of beautiful coun- 
tryside, the land becomes interwoven with 
the very being—it beats in the pulses of the 
heart, glows through the veins, lives in the 
thoughts and largely governs or colors action 
Sentiment! Those who are disposed to scoff 
at such know little of its powers. It is this, 
more than any other factor, coupled with 
pride of race (which, after all, is much the 
same thing) which has made parting with 
the soil hard to all, impossible to many. 
There remain then, those, and they are still 
perhaps, the majority, who have decided to 
hold on and to endeavor to adapt themselves 
to the new conditions, or to drift, as the 
individual temperament directs. 


What Audited Accounts Revealed 

The difficulties to be faced by land owners 
were illustrated a year or two back by the 
publication of audited accounts of a number 
of estates. The extreme instance was in con- 
nection with the estates of the Duke of Buec- 
cleuch in Eskdale and Lidderdale, in which 
it was shown that with a rent roll of £42,- 
728 1l1s:, the amount left for the owner was 
only £467 2s. 

It should be noted that in Scotland the 
owner of land has to pay half the county 
and parish rates. As has been said, this is 
an extreme instance, but an analysis of the 
audited accounts of nine agricultural estates 
(there were ten but one was omitted because 
it was found that audit had not taken place) 
carried through by the Central Landowners’ 
Association, represented by its secretary, Mr. 
R. Strachan Gardiner, F. S. L., proved that 
the average proportion left for the owner 
of a landed estate after his various outgoings 
had been met, was four shillings and 
pence in the pound only. 


six- 


To give full details would occupy unneces- 
sary space, but it was shown that out of 
a rent roll for the nine estates of £203,814 
12s. the outgoings totaled £158,018 17s. &d., 
leaving for the various owners £45,794 14s. 
4d. The average worked out as follows: 
gross rents, £20,381 9s. 2d.; tithe, £1,997 17s. 
6d.; land tax (three redeemed) £137 1s. 11d.; 
rates, cottages and allotments, £261 &s. 11d.; 
insurance (fire, national health, ete.) £201 
12s. 2d.; repairs and replacements, £5,153 
16s. 10d.; management £1,452 15s. 2d.; mis- 
cellaneous, £289 17s. 8d.; pensions and allow- 
ances, £307 6s. 10d.; net amount of income 
tax paid, £3,553 11s. 1d.; net amount of super 
tax paid, £2,446 5s. 9d., a total of £15,801 
17s. 9d.; leaving the owners an average in- 
come of £4,579 11s. 5d. The estates dealt 
with showed a rent roll varying between £41,- 
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427 and £9,708, so that reasonable allowance 
was made for variation in conditions. 


Facilities Offered by Joint Stock Companies 
Act 

The Joint Stock Companies Act was passed 
in 1862, but it was not until two or three de- 
cades later that business men either under- 
stood or availed themselves of the facilities 
it afforded. The country gentleman, living 
as it were in a world of his own, regarded 
the provisions of the Act as in some way 
vaguely dishonest. 

But even the country gentleman has had 
to bring himself into line with the facts 
of the day, or else to go out of existence 
altogether, although out of the 70,000 or 
80,000 companies reported in Jordan’s list 
to date only about 150 have dealt with es- 
tates, apart, of course, from building de- 
velopment undertakings. Much of the credit 
for the awakening which is coming is due 
to the energy and enterprise of the Country 
Gentlemen’s Association, which has missed 
no opportunity “to point the moral and 
adorn the tale.” It prepared a suppositious 
profit and loss account of the Buccleuch es- 
tates as they might have stood were they 
run as a private limited liability company, 
with a managing director drawing a mini- 
mum salary of £1,000. 

After making the necessary allowances for 
the payment of income tax on the £1,000 
“earned income” (the “profit,” of course, be- 
ing after income tax had been paid), plus 
supertax on the whole income, also for sink- 
ing fund, the director’s (or owner’s) tax-free 
income works out at £4,132 &s., compared 
with £467 2s. when he is regarded as a pri- 
vate owner. 


Conversion of Estates into Limited Liability 
Companies 

It should be noted that in addition to the 

ordinary outgoings under the head of main- 


tenance, repairs, ete., subscriptions, chari- 
ties, pensions and allowances to tenants and 
so on will come out of the revenue of a 
limited liability company before income tax 
is paid, whereas under private ownership 
they are purely personal and have to be 
paid out of what income may remain. Many 
“improvements.” also, which must be met out 
of taxed income by the private owner, may 
be charged to revenue account, and so are 
not liable to tax. 

The question of death duties on an estate 
turned into a limited liability company re- 
solves itself back once more into a personal 
affair. The estate of the deceased must meet 
the liability, with this difference: Under 
the personal estate system the owner has had 
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to keep the whole property in his own hands 
so as to retain the unity of the estate, mak- 
ing his presumptive heir and his family 
such allowances as he has been able to spare 
or has deemed fit. 

Under the company system he can at 
any time three years or more prior to his 
death allot as a personal gift to his family 
such proportion of shares as will provide 
them with the income they have hitherto en- 
joyed as an allowance, and he can make pro- 
vision for the enjoyment of an income from 
the estate by his wife both in her lifetime 
and should she survive him. This will in 
the first instance reduce the amount to be 
paid both in income tax and _  supertax, 
as the separate incomes of the members of 
the family will be treated as distinct indi- 
vidual incomes for tax purposes and the to- 
tal of the several allowances under the as- 
sessment system will be considerably greater 
than that made for a single individual. At 
the time of death, moreover, duties will have 
to be paid only upon the value of the actual 
holding in the company of the erstwhile 
owner, plus of course any other cash or 
value of which he may die possessed. 


Tax Advantages Under Incorporation 

The handicap which will remain, and can- 
not well be removed, is that the owner of 
agricultural land receives therefrom far less 
income than he would from an industrial or 
other investment of equal face value. The 
reasons for’ this—social prestige, sentiment 
attaching to ownership, etc.—have already 
been touched upon. It is rare indeed, as 
prices paid for land in comparison with ren- 
tals demonstrate, that the return of gross 
rental exceeds 2% per cent on the value of a 
landed estate. Given, then, an estate for 
which, say, half a million has been paid, we 
find an income of £12,500, subject to all sorts 
of deductions. An owner of the same face 
value of consols—we choose this illustration 
because the rate of interest paid is the same 
as that we have instanced—would have had 
to lay out (at the average price of fifty- 
seven) only £285,000 to secure exactly the 
Same income an estate owner enjoys for his 
£500,000, and there would be no “outgoings.” 

The cost of conversion into a limited com- 
pany where the estate is comparatively small 
has led to the adoption in these cases of the 
Companies (Consolidation) Acts, 1908-1917, 
and the formation of a number of unlimited 
liability estate companies. Apart from the 
cost of conversion the advantages are that 
Corporation Profits Tax has not to be paid, 
while supertax, as in the case of a limited 
company, has only to be paid on the actual 


personal income received; that the advan- 
tages as regards death duties resulting from 
sub-division of the property without parcel- 
ling it out remain the same; that the full 
personal liability of each member of the 
company for all the debts of the company 
facilitates the issue of debenture bonds and 
stock and the raising of loans. 

Lengthy as this article has necessarily be- 
come, it has been possible to touch only the 
fringe of the subject, but sufficient has, the 
writer trusts, been stated to show that in 
converting their estates into companies land 
owners in England are only following, how- 
ever belatedly, in the footsteps of commercial 
men of all types, and realizing that consider- 
ably increased incomes and considerably de- 
creased burdens are sufficient solatium for 
any injury that may (or may not, when the 
facts are understood) be done to their per- 
sonal pride, dignity and sense of importance. 
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SHARES FORFEITED 

Some charters provide that the shares of 
stockholders may be declared forfeited and 
sold for the non-payment of assessments. 
This power must be construed strictly. A 
valid forfeiture can take place only by acting 
in a strictly legal manner. If the law pre- 
scribes a notice to be given to delinquent 
shareholders before forfeiture of their shares, 
this must be literally executed. If a sale 
by public auction is required a private sale 
would be yoid. Moreover, a sale for the non- 
payment of assessments would be void if this 
were unauthorized. 

A grant of a power to declare a forfeiture 
not exclude the common law remedy 
against the delinquent shareholder. The 
agents of the company may therefore proceed, 
either to collect the unpaid calls, or by way 
of forfeiture and sale of the delinquent mem- 
ber’s shares. 


does 


A shareholder's liability ceases after the 
forfeiture is complete and his connection with 
the company is severed. A charter that pro- 
vides for the sale of the shares of a delin- 
quent member presumes that he would retain 
his membership until the disposition of them, 
consequently his liability would continue 
until that time and he would have a corre- 
sponding right to redeem them. 

He may therefore satisfy calls on his 
shares and prevent a forfeiture at any time 
before the proceedings are complete, and he 
has ceased to be a member. But after the 
sale has taken place it is impossible to re 
instate an owner and no right of redemption 
exists.— (From Cashier.) 

















NEEDED LEGISLATION GOVERNING INVESTMENTS BY 
TRUSTEES 


EFFECT OF OBSOLETE AND RESTRICTIVE PROVISIONS ON INCOME 
YIELD TO BENEFICIARIES 


FRANK C. McKINNEY 
Of the New York Bar and Author of “Trust Investments”’ 


(Eprror’s Note: 
Investments,” 


In connection with the preparation of the new edition on “Trust 
published by Trust Companies Magazine, the author, Frank ( 


', McKinney, 


made a comprehensive study of laws governing investment of trust funds throughout the 
country, which yielded evidence of the need of greater uniformity and in most states the 
necessity of more liberal provisions in admitting types of securities which have acquired 
a status of safety, yield and other requirements which are equal and in some instances 


even superior to classes of investments now generally accepted as “legal.” 


Mr. McKinney 


directs special attention to the situation in New York where a joint legislative committee 


has been authorized to study the subject.) 


OR the past two years, bills providing 

for the extension of the list of legal 

investments for savings banks and 
trustees to include public utility bonds and 
railroad equipment trust certificates have 
been introduced in the Legislature of New 
York. Last year, the bill passed the Assem- 
bly but defeated in the Senate. This 
year, the bill was defeated in the Assembly 
after a long and hectic career. 
banks and trust companies sponsored the 
bill and gave a great deal of time and at- 
tention to its various provisions. 

Apparently the majority of the members of 
the Assembly were not aware of the impor- 
tance of the measure and were not familiar 
with the advantages of such legislation, espe- 
cially to the large body of citizens who are 
interested in trust estates and who are also 
directly affected when savings banks and 
trustees are too closely limited in the in- 
vestments which they may make. They have 
failed again to enact legislation governing 
investments by trustees which would keep 
the law in step with business and economic 
progress. And yet many of these lawmakers 
undoubtedly returned to their homes and 
criticised the laws of their state and nation 
as being antiquated and ineffective. 


was 


The savings 


Authorize Legislative Investigation 


After the defeat of the bill, which had 
been carefully drafted to protect trust es- 
tates and those who deposit funds in savings 
banks, a joint resolution was passed appro- 
priating $20,000 for the investigation of sav- 
ings bank investments in the State of New 


York. Many of those who favored the orig- 
inal bill feel that such an appropriation is 
a waste of public funds; that it will serve 
merely to provide a small amount of political 
patronage. We do not share in this belief. 
The task o: investigating savings bank and 
trust investments in New York State is not 
difficult, but the expenditure of this $20,000 
carries with it, we believe, not only investi- 
gation but education, not only the education 
of the public in the little understood 
ject of trust investments, but education of 
the law makers who will pass upon the bill 
when it comes up again next year for con- 
sideration. 


sub- 


Imaginative and Absurd Objections 

Probably the chief reason for the failure 
of the bill for the past two years has been 
lack of understanding on the part of those 
who were called upon to vote upon it. Lack 
of understanding has been evidenced by the 
reasons given for negative votes. Imagina- 
tion led some of the members of the Legis- 
lature to believe that special interests were 
advocating the passage of the bill. A few 
cherished the idea that savings banks had 
some mysterious reason for favoring the ex- 
tension of legal investments. Others indi- 
cated that public utility companies were 
seeking special favors. 

One member is quoted as saying that the 
large public utility companies of the United 
States were under the control of one man. 
Another said that trust companies were in 
favor of the bill because they assisted in 
marketing bonds of public service companies 
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and would therefore be in a _ position to 
transfer trust funds in their possession to 
the purchase of securities which they were 
marketing. Still another believed that radio 
would soon supplant the telephone and that 
telephone securities would suddenly disap- 
pear. Probably the most ludicrous argument 
was that before long something would take 
the place of electricity and that the large 
public utility companies would be forced to 
scrap their present plants. 

In view of the great service rendered by 
trust companies and savings banks and in 
view of the strong financial position of the 
leading utility companies, the reasons above 
given for voting against the bill indicate 
gross ignorance. It is necessary merely to 
state some of these arguments to show their 
absurdity. To those who are at all familiar 
with the legal limitations imposed upon trust 
companies and with the careful operations 
of these companies, the statements that they 
are advocating the extension of the list of 
legal investments for their own benefit is 
without foundation in law or in fact. We 
believe, therefore, that $20,000 spent in edu- 
ating the public on the important subject 
of trust investments may be well spent. 


Adequate Safeguards in Proposed Bills 

It is not necessary here to review in detail 
the provisions of the New York bills above 
referred to other than to say that they 
limited the class of public utility and rail- 
road equipment bonds in which trust funds 
might be invested to such an extent that 
only the bonds of the strongest companies 
could be placed upon the list. Not only were 
the requirements as to ratio of 
bonded indebtedness strict, but a satisfac- 
tory record of earnings over a period of 
years was required. Had the bill passed, 
only the bonds of the strongest companies 
would have been brought within the list of 
legal investments, and the State Banking De- 
partment would have prepared the list of in- 
vestments. New York would have thus been 
placed along with other progressive states in 
the important matter of extending the list 
of legal investments for savings banks and 
trustees. 

It is interesting to note that the following 
states, either by statutes or court decisions, 
permit trustees to invest trust funds in care- 
fully selected bonds of public utility com- 
panies: California, Connecticut, Delaware, 
Florida, Illinois, Kentucky, Maryland, Mas- 
sachusetts, Michigan, New Hampshire, New 
Jersey, Ohio, Rhode Island and Wisconsin; 
and probably Maine, Minnesota, Vermont and 
Washington. If there is need for liberal 


assets to 
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laws governing trust investments in these 


states, there is greater need in New York, 
where there are vastly larger trust funds to 
be invested and where small mortgages and 
municipal bonds yielding a fair return are 
not so readily obtainable. 


Needs of Broader List Imperative 

The history of the recent attempts of leg- 
islation in New York has been given because 
it may be found typical of the course of 
attempted legislation in every other state 
when the important subject of trust invest- 
ments is under consideration. And yet, in 
spite of the difficulties, the need for legisla- 
tion in practically all of the states is so im- 
perative that a vigorous and constant effort 
should be made to enact adequate and in- 
telligent laws governing the investment of 
trust funds. 

It is not difficult to 
the failure of law making 
legislation which will extend the field of 
legal trust investments. The ravid growth 
of business, the extraordinary deve!>pments 
of science, and swiftly changing cconomic 
conditions, especially during the past few 
years, have outrun legal machinery. Busi- 
ness whirls along at fifty miles per hour over 
land and sea and air while, too frequently, 
the law follows in a “wonderful 
shay.” 


fina the reasons for 


bodies to enact 


one-hoss 


Present Limitations Obsolete 

Less than a hundred years ago, both in 
England and America trustees were limited 
in their investments to government 
and first mortgages on real estate. But at 
that time, such a limitation was desirable, 
for first mortgages on real estate and gov- 
ernment bonds were about the only safe in- 
vestments open to trustees. The first rail- 
road had not yet been built. There were no 
street railways, electric light companies, tele- 
phone and telegraph companies, oil and gas 
companies of any consequence or water com- 
panies of any size. Steam as a motive power 
was still in the experimental stage, and the 
wonders accomplished during the last twenty- 
five years by the use of electricity, oil and 
gasoline were not even within the realm 
of dreams. Moreover, the thousands of great 
industrial corporations whose capital assets 
now run into billions of dollars and whose 
bonds and preferred stocks are rated as high 
grade investments were not yet in their in- 
fancy. Banks were few and the first trust 
companies were only in the making. 

The mere mention of these few outstand- 
ing facts is sufficient to indicate the absurd- 
ity of limiting a trustee in his investments 
at the present time to government bonds and 


bonds 
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first mortgages on real estate. The truth is 
that small mortgages in large cities have be- 
scarce that even an industrious 
trustee may be hard pressed to find such an 
investment. Fortunately, a number of the 
states, New York included, have recognized 
this fact and have authorized trustees to 
invest in participating certificates properly 
issued against large With the 
exception of foreign issues, government bonds 
yield a low return, and ordinarily the trustee 
is not permitted to invest in foreign bonds. 


come so 


mortgages, 


Public Benefits from Broader Investments 

Since vast fields for and profitable 
investments have been opened during the 
past hundred years, why should not the trus- 
tee who is supposed to obtain the best income 
consistent with safety, have a chance to 
make his selections of securities from a long 
and diversified iist? He should. The only 
reason that he is denied this opportunity in 
many of the states is that the law 
and have allowed the laws of 
1850 to control conditions in 1927. Lack of 
study and thought and plain inertia are re- 
sponsible to a large extent for this condition. 

When legislation designed to correct this 
condition is introduced, ignorance is frequent- 
ly responsible for its defeat. The majority 
of the members of a Senate or a Legislature, 
untutored in the importance of such remedial 
legislation and prone to look with suspicion 
on any act which has to do with securities of 
big corporations, vote against the extension 
of trust investments. If such legislators un- 
derstood what the defeat of the measure on 
which they are yoting might mean to their 
families, they would undoubtedly support the 
necessary legislation. 


safe 


makers 
the judges 


Better Yields for Beneficiaries 

Suppose, for example, that a testator pro- 
vides for a trust fund of $25,000 to be in- 
vested for the benefit of his wife and chil- 
dren. If the will makes no provisions re- 
garding investments, the trustee is limited 
to those authorized by law. The narrower 
the list of legal investments, the less the 
opportunity of the trustee to obtain a fair 
income for the estate. If the trustee is un- 
able to find good first mortgages, he may, in 
his state, be limited to government and mu- 
nicipal bonds yielding only from 8 per cent 
to 4 per cent although he knows of high 
grade railroad, public utility and industrial 
corporate bonds which yield from 5 per cent 
to 6 per cent. 

By reason of the failure of law to autho- 
rize investments in such high grade securities 
and to provide the machinery for publishing 


a list of investments, the small trust fund 
produces an income of perhaps only $750 a 
year, whereas it should be producing an in- 
come of over $1,200 a year. Assuming, there- 
fore, that a carefully prepared bill extending 
the field of trust investments and providing 
the machinery for the listing of such invest- 
ments-is to be voted upon, the law maker 
who against it is voting against a 
measure designed to be helpful to him and 
to thousands of his constituents. 

In this connection it should be observed 
that it is the duty of a trustee to obtain for 
the estate the highest income consistent with 
safety. 


votes 


At the same time he must invest in 
securities which are readily marketable in 
order that he may close the estate in a rea- 
sonable time if for 
terminates. 


any 
Because of 


reason the trust 
rapid increase in 
population and unprecedented business pros- 
perity enormous trust funds are coming into 
the market each year for investment. It 
follows that there is a constantly increasing 
demand for securities which are legal and 
with this increased demand a corresponding 
decrease in the income which such securities 
yield. Trust both large and small, 
must therefore suffer because of the failure 
of the law to with economic 
growth. It is a pity that at the present time 
in most of the states investments of the 
highest type remain outside of the list of 
legal investments for trustees. This condi- 
tion should be remedied by intelligent legis- 
lation. 


estates, 


keep pace 


More Liberal Laws in Other States 
A few of the more progressive states are 
aware of the difficulties which confront a 
trustee—especially a trustee of a small es- 
tate—and have passed laws which have over- 
come many of the difficulties. Massachusetts, 
New Hampshire, Connecticut, Ohio, Illinois. 
Michigan and California have, perhaps, more 
liberal laws governing trust investments than 
other states in the Union. If New York 
permitted investments in public utility bonds 
and railroad equipment trust certificates it 

would be classed with the above states. 
Time will not permit a 
various provisions of the 
trust investments as 
states. 


discussion of the 

laws governing 
found in the above 
All of them permit trustees to invest 
not only in government and municipal bonds 
and in first real estate, but 
also in bonds of railroad and public utility 
corporations and most of them sanction well 
selected investments in bonds of industrial 
corporations and participating mortgage cer- 
tificates. All of them prescribe strict condi- 


mortgages on 


tions which must be met by each corporation 
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before its securities can be placed on the 
legal list. The extent of the requirements 
which must be met by any corporation be- 
fore its bonds may be placed upon the legal 
list is indicated, for example, by the provi- 
sions of the law of Massachusetts governing 
investments in railroad bonds. These provi- 
sions cover approximately twelve pages and 
similar detailed provisions are made as to 
the investments in telephone company bonds 
and public utility bonds. 


Laws and Decisions Governing Trust 
Investments 

It is impossible, within the limits of a 
short article, to discuss the variations in the 
laws and decisions of the various states gov- 
erning the subject of trust investments. Some 
of the states permit trustees to continue in- 
vestments made by the creator of the trust; 
others do not. A few of the states permit 
investments in bank stocks; most of them 
do not. The laws vary on the question of 
the right of a trustee to continue the busi- 
ness of the decedent and to continue invest- 
ments received from a former trustee. A few 
of the states, at least by court decision, 
permit trustees to invest in stock of cor 
porations. A few, by statute, permit invest- 
ments in bonds of foreign countries. And 
so one might continue to enumerate the 
diversity of laws on this important subject. 


Advantage of Uniformity 


The obvious conclusion is that there should 
be a uniform law in all of the states gov- 
erning investments by trustees and that a 
central organization of experts should be 
kept at work upon lists of investments which 
comply with the law. The banking depart- 
ments of a number of the states, including 
Massachusetts, Connecticut and New York, 
are at the present time, in accordance with 
law, keeping lists of legal investments for 
trustees and are publishing such lists twice 
a year. 

If such an organization could be extended 
into every state or if every state could par- 
ticipate in a central organization of this 
kind after the states had adopted a uniform 
law on the subject of trust investments, the 
whole problem would be greatly simplified. 
Thousands of trustees would have accurate 
information available, and the small estates 
throughout the country as well as the large 
estates would benefit accordingly. In fact, 
the benefit would extend further than this. 
Such a list of investments based upon a 
broad law governing investments of trust 
funds would be available for the millions of 
small investors in the country and would be 





a helpful guide to those who desire to invest 
rather than to speculate. 
Should Commend Favor Among Lawyers 


I have attempted to show in this article 
that such legislation extending the field of 


trust investments as was proposed to the 
New York Legislature should receive the 


support not only of savings banks and trust 
companies, but also of members of the Bar 
and those who are interested in important 
public questions. If the various trust com- 
pany and savings bank associations of the 
United States were to cooperate with the 
American Bar Association and the State Bar 
Associations, it would be a comparatively 
short time before the states would have a 
uniform law on the subject under discussion. 
It would not be difficult to prepare such a 
law because a reading of the laws of the 
various states as they exist at the present 
time would yield the suggestions for a broad 
enactment sufficiently liberal and at the same 
time adequate in its protection of the in- 
vestor. 
Suggestions for Uniform Law 
Here again we may suggest only the bare 


outlines of such a law. The various limita- 


tions and conditions which should be im- 
posed before securities might qualify for the 
list would require considerable study and 
research and when completed would make 
perhaps a sizable pamphlet. Broadly speak- 
ing, such a uniform law should include the 


following securities : 
I. Government and state bonds, including 
bonds of certain foreign countries; 


2. Municipal bonds; 


3. Real estate mortgages; 

4. Railway, public utility 
corporation bonds; 

5. Railroad equipment trust bonds; 
Mortgage participation certificates ; 

7. Bank stocks and preferred stocks of in- 
dustrial corporations which have shown con- 
sistent earnings over a period of years, and 
whose assets are so related to liabilities that 
the corporations are permanent; 

8. Bonds collaterally secured by bonds in 
the legal list. 


and industrial 


) 
> 
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The Commissioner of Internal Revenue has 
issued a ruling to the effect that transfers 
of rights to subscribe to stock, evidenced by 
purchase warrants attached to bonds, are 
taxable if the stock represented be unissued, 
and are not taxable if the stock be issued 
and in the treasury of the corporation. 
The Bankers Trust Company has been or- 
ganized at Rocky Mount, Va., with capital of 
$50,000. N. P. Angle is president. 


ENA 
allel > 


Where men of similar tastes come together 


A group of men pass through a door into a high- 
ceilinged room. One is the writer of a book being 
read around the world. One is a Cabinet Minister, 
leaving behind for an hour the cares of government. 
A keen-eyed scientist follows. Then an Army Offi- 
cer and a leading member of the Bar. Such might 
be a familiar scene at any time in The Athenaeum, 
the famous London Club which has had on its 
rolls more men of eminence than any rival. 


In all the exclusive clubs of the world, men of simi- 
lar tastes draw naturally together. This is also 
true of business houses and banking houses of out- 
standing reputation. In such organizations you will 


usually find at the helm men of similar standards and 
ambitions. 


During its long career, the traditions and ideals of 
the Seaboard have drawn to it a quite definite clien- 
tele. Here you will find yourself associated with men 
who share your own standards of sound business 
practice. 


For this reason men of sound and substantial 
interests find it pleasant to handle their banking 
affairs through our offices. 


The Seaboard National Bank 


of the City of New York 


115 Broadway Broad and Beaver Streets 24 East 45th Se 
(MAIN OFFICE) 
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Are you looking for a certain kind 
of trust literature? 


“Od 


ORE than 70 complete trust 
campaigns — many individual 
booklets and folders — special letters 
and newspaper advertisements—com- 
prise Purse service. And we are add- 
ing new campaigns at the rate of 5 to 
10 a year. 


As a leading automobile manufac- 
turer says, “No yearly models, but 
constantly improved.” Not one cam- 
pagin that we must push, but a wide 
variety that we can offer. We believe 
that on this basis we can serve clients 
more faithfully than on any other. 


Our idea is that if a trust officer 
will tell us what advertising he has 
used in the past, what he would like 
his next campaign to accomplish, how 
many people he would like to reach, 
how much he wishes to spend, we can 
select and submit to him one or more 
of our campaigns that seem to meet 
his requirements. If the one he se 
ects can be made to more closely meet 
his special requirements by changes in 
design or copy, we make such changes. 
Thus, he gets exactly what he wants. 


2 


Many trust officers simply ask each 
year that we submit the campaign we 
recommend for their use. They know 
that, with a few exceptions, trust de- 
velopment work faces the same prob- 
lems everywhere. A campaign based 
on a sound understanding of general 
principles will, with a few changes to 
adapt it to local conditions, promise 
profitable returns wherever it may be 
used. And any Purse campaign will 
be individualized to adapt it to the 
wishes or requirements of the bank 
that is to use it. 


It is usually more pleasant to buy 
than to be sold. It is often more prof- 
itable. We think that usually a trust 
oficer knows what kind of advertis- 
ing will accomplish most for him. We 
believe our task is to help him find 
it—among Purse campaigns, if we can. 


And we usually can. 


If you are ready to plan your next 
campaign, write to nearest office for 
further information. 


PURSE PRINTING COMPANY 


Contrivers of Publicity for Banks and Trust Companies 


CHATTANOOGA, TENNESSEE 


New York Office 
42 Broadway 


Chicago Office 
10 South LaSalle Street 

















WHAT EXPERIENCE HAS SHOWN IN ADMINISTRATION 
OF COMMUNITY TRUSTS 


DEFINITE POLICIES OF CONDUCT AND DEVELOPMENT 


FRANK D. LOOMIS 
Secretary, The Chicago Community Trust 


(Eprror’s Nore: 
of the country. 


There are over fifty community trusts organized in various cities 
Some operate under the so-called single trusteeship plan and others on 


the multiple trusteeship basis, enlisting a number of trust companies and banks under the 


trust declaration. 


Administration policy as well as methods of utilizing income vary, 
suggesting the wisdom of a greater degree of standardization. 
of the Chicago Community Trust, which is based on the multiple 


Mr. Loomis, as secretary 
trusteeship plan, has 


made an extensive study of community trust operation throughout the country and pre- 


sents herewith 
sion of duties.) 


SONU 


HE plan of organization of the com- 

munity trust is based upon the recog- 

nition of two distinct functions in the 
management of endowment funds for chari- 
table use. The first relates to the fund; the 
second relates to the use. 

The administration of the principal of 
any charitable endowment fund is essentially 
a banking function. Most foundation or en- 
dowment funds managed by 
trustees of some kind. 


are corporate 
If the fund is large 
and especially if the boldings are of various 
sorts and broadly diversified there is usually 
within the corporate 
ganized department 


body a_ specially or- 
devoted wholly to the 
work of property management. The com- 
munity trust uses the established banks and 
trust companies of the community for this 
purpose. What provision could be wiser? 
Many kinds of property are received for the 
community trust, subject to all sorts of neces 
sities, preliminary conditions and uses. The 
banks and trust companies are qualified, 
equipped and experienced for this business. 
The community trust is not. 


Administration of Principal and Use of 


Income 
The supervision or determination of the 
use of the income is a social function. It is 
a highly specialized social function, requir 
ing broad knowledge and understanding of 
activities and possibilities in the various 
fields of education, charity and general phil- 
anthropy. It requires ability to judge not 
merely the business efficiency of institutions 
but the comparative significance and worth 


constructive ideas relative 


to organization, administration and divi- 


of the various enterprises and, in a realm 
where infinite choice is possible, to choose 
and advance those things which will prove 
most truly helpful to the community. Only 
as the community trust succeeds, in the long 
run and on the whole, in doing this, will it 
commend itself as being itself a valuable in- 
stitution and worthy of perpetuation. The 
clear separation of these two functions, and 
the wise provision which is made for the 
administration of each, is the genius of the 
community trust plan. 

In the true community trust plan, 
banks always administer the principal. They 
must administer it—the trust agreement 
provides no other way. The community trust 
itself, or the managing committee, has, usu- 
ally, no power to receive gifts directly. It is 
not incorporated. It is not a self-perpetuat- 
ing body of trustees. The trust agreement 
merely common-law trust, in 
which a bank or banks agree to receive and 
manage capital gifts, the income of which 
is to be used for charitable purposes under 
authority of the community trust committee. 

The Cleveland plan, of when the 
community trust originated, provided for one 
bank only to act as the trustee. 
inevitable at first. who had the 
vision and the faith had to begin. But the 
spirit of the plan was not selfish or commer- 
cial. It was just as inevitable that the plan 
should eventually be enlarged to include all 
the banks of recognized character and stand- 
ing in the community, capable and willing 
to act. 


the 


establishes a 


course, 


This was 


Some one 


This was obvious just as soon as the 
banks and the community began to under- 
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stand the community trust and to be willing 
to adopt it as a real community enterprise. 
For unless this happened the community 
trust was in danger of fixing itself in the 
public mind as a mere adjunct of one bank— 
perhaps little more than a collateral activity 
of its new business department. As such it 
was certain to arouse the hostility and oppo- 
sition of other banks and to be regarded with 
suspicion and even resentment by the public 
at large. 


Single and Multiple Trusteeship Plans 

The establishment of the community trust 
by trust agreement of one bank only is known 
as the “single trustee” plan. Originally de- 
veloped in Cleveland, in 1914, it was copied 
and adopted in the next six years in more 
than thirty cities. The method by which 
various banks or trust companies in one 
city may cooperate in the community trust 
is in the adoption by the boards of directors 
of each bank of an identical trust agreement. 
This is known as the “multiple plan.” It 
was first adopted, in very simple form, by 
three banks in Indianapolis, Ind., in 1916, 
but was later worked out in more elaborate 
detail in New York, February, 1920. The 
New York plan has served as the model for 
nearly all the thirty or more community 
trusts which have been organized since: and 
of those thirty which had been organized 
previously on the “single plan,” fifteen have 
since revised their plan, or at least their 
practice, to conform to the broader principle. 

A few community trusts, four or five of the 
sixty in the United States, have been estab- 
blished by incorporation or special charter 
from the legislature. Where this has been 
done, it is usually because state laws in re- 
gard to matters of taxation, perpetuity, etc., 
seemed to require it. But even in such 
cases, the mere fact of incorporation has not 
as a rule resulted in changing the essential 
nature of the institution. The banks have 
usually been leaders in bringing about the 
organization and although they are not 
named in the charter itself, the by-laws usu- 
ally provide that the capital funds shall be 
administered by the banks, trust companies, 
or other established institutions having fidu- 
ciary powers. The new organization is 
charged primarily with the management of 
the income only. 


Relation of Trust to the Trust Company 
This relation of the community trust to 
the banks is almost universally regarded as 


wise and desirable. Persons who have had 
most experience with the community trust 
heartily commend it. Very little argument 
is required to convince the average citizen 


of its advantages. The setting up of the 
traditional wholly separate corporation is of 
course often suggested, but it is fair to say 
that that idea is not approved by people who 
bave studied the movement most carefully. 
The body intrusted with the administra- 
tion of the income is variously known as 
the board of trustees or the trustees (as dis- 
tinguished from corporate  trustee—the 
banks), or the governing board, governing 
committee, distributing committee, executive 
committee or simply the committee. What- 
ever the name, the method of appointment 
and its general functions are about the same 
in all the community trusts. The number of 
members is small, usually five or seven, but 
sometimes nine or eleven. The majority 
(three or five) of this committee are ap- 
pointed by certain public officials and the 
minority (two or three) are appointed by the 
banks. The public usually desig- 
nated, in the trust agreement or charter, to 
make appointments the mayor of the 
city, the judge of the County Probate Court 
and the judge of the United States District 
Court, if there is a resident judge of such 
court in the vicinity. A judge of the county 
circuit court or a judge of the State Supreme 
Court may also be designated. 
public officials 
committee. 


officials 


are 


Each of these 


names member of the 


one 


If there is only bank acting in the 
community trust, the minority members are 
appointed by its board of directors. But if 
there are two or more banks, the presidents 
jointly, or a committee composed of these 
presidents and known as the trustees com- 
mittee, act for the banks. In the larger dis- 
tributing committees, the presidents of cer- 
tain semi-public bodies, such as the Chamber 
of Commerce, Commercial Club, Bar Associa- 
tion, Institution of Medicine, Community 
Chest Board, a local university, ete., may 
also be designated to make appointments. 


Methods of Appointment 

The general reasons for such a method of 
appointment are obvious. The great object 
is to secure a board of highly esteemed citi- 
zens, representative of the community, hav- 
ing public confidence and the “public ear,” 
familiar with educational and charitable 
work and able to supervise the use of in- 
come in ways which will prove of greatest 
value. It would never do to have such a 
board merely  self-perpetuating—it might 
soon become an entirely independent institu- 
tion. From the standpoint of pure efficiency, 
perhaps the banks themselves could select 
the best committee. But this, too, would be 
an obvious error. If the institution is to 


one 
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enjoy the largest influence and usefulness, 
the entire community must feel that it has a 
stake in it. Here is a community institution 
in the broadest Ssense—yet not so loosely 
constructed that the fund itself may be dissi- 
pated or the income Seriously misapplied 
under the rule of some temporary dema- 
goguery. No feature of the community trust 
plan has appealed more broadly to the pub- 
lic imagination—not only to the imagination 
of the average citizen and the man of small 
means, but to the man of great wealth who 
wants the community to remember him fa- 
vorably. 

It has been maintained by some that all 
members of the community trust committee 


should be publicly appointed. <A very few 
of the community trusts have adopted this 
rule. But the fear of political or sectarian 


control is deep-seated and the overwhelming 
consensus of opinion in the establishment of 
community trusts thus far has been in favor 
of a board, the bare majority of whom are 
appointed by public officials (and some of 
these by judges of courts who are indepen- 
dent of mere local politics, at least) while 
the minority are appointed by the banks. 


Avoiding Political Control 

The danger of political control under such 
a plan seems remote. Only one member of 
the board is appointed each year to serve 
for a term of five or seven years. Any ap- 
pointing officer therefore acts only once in 
every five or years. The matter of 
making the appointment is brought to his 
attention by the committee or board, itself, 
or by the trustees committee and they may 
be expected to come with a specific recom- 
mendation. No person may be appointed who 
is holding public office or is a candidate for 
public office. Not more than two members 
of the committee may be members of the 
Same religious faith. The funds themselves 
may not be used for sectarian or political 
purposes. The board changes more slowly 
and its character is more clearly defined than 
the average school board, library board, or 
park board, most of whom are appointed en- 
tirely by publie officials. 

It is sometimes urged, on the other hand, 
that the banks themselves (or particularly 
one bank, if the community trust is organ- 
ized under a single trustee), is in a position 
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to exercise too large control over the use 
of the fund. Nor is this criticism unheard 


of among men of very large wealth who 
have expressed approval of the general plan. 
There is a tendency in a number of commu- 
nity trusts to reduce the humber of bank 
appointees or abolish them altogether, turn- 
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ing that responsibility over 
of such semi-public bodies 
mentioned. 


to the presidents 

as those above 
This has the advantage of broad- 
ening the interest and feeling of participation 
in the community trust and probably without 
weakening it. But in such cases, and in any 
case, under any method of appointment, the 
trustee banks should, and usually do reserve 
the responsibility to act if any designated 
officer should fail to make his appointment 
Within thirty days after notice. Or if any 
public officer or Semi-public body so desig- 
nated should be abolished or discontinued. 
the banks are to select the publie office or 
body to act as successor in this matter. The 
trust agreement might even go further and 
provide that in the event of an appointment 
not in harmony with the letter or spirit of 
the requirements laid down for members of 
the board, the banks might refuse to accept 
such an appointee and if the appointing offi- 
cer fails to make a proper appointment the 
banks would act. 

This is in harmony with the logie of the 
community trust plan, which makes the 
banks, subject to state Supervision and con- 
trol, the “residuary legatee” of responsibility 
for the community trust—the ultimate trus- 
tee of both the fund and the use, delegating 
certain authority, under the trust agreement, 
to others, but only in so far as they act in 
harmony with the agreement. With the 
banks consciously in possession of such ulti- 


mate power, they might safely waive the 
right of making any initial appointments 


whatsoever. 


Selection of Members of the Board 

In the selection of members of the board, 
the great object of representative character 
and knowledge of charitable affairs must be 
kept uppermost in mind. Restrictions should 
not be set up which will hamper or prevent 
the selection of the best men or women for 
this purpose. Many of the community trust 
agreements stipulate that no person who is a 
director or officer of any trustee bank may 
be appointed a member of the board. This 
seems almost as unwise as to go to the other 
extreme and provide that certain appoint- 
ments must be limited only to such directors 
or officers. The object is to secure the best 
men, and it often happens that the very best 
person in the community for such a tz,.sk may 
be an officer or director of some one of the 
leading banks. The community should be 
free to use him. 

Once the board, or the committee, has been 
appointed, there should be no petty restric- 


tions in the trust agreement whereby the 
banks seek to limit or control its actions. In 
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this highly social, or sociological, function of 
applying the income or supervising its use. 
this board is much better qualified to act 
than the board of directors of any bank. If 
it isn’t, then there has been failure in mak- 
ing the right appointments. There is likely 
to be continuous failure in making the right 
appointments, and failure of the community 
trust itself, if the banks take a limited and 
small view of the importance of the board 
and its work. It has a big job and it must 
be given a big opportunity. 

The board should be in complete control 
of the community trust office. It should se- 
lect the executive Secretary or director and 
regulate his duties. The idea, embodied in 
SO many of the early community trust agree- 
ments, that the director should be appointed 
by the banks, and by the banks established 
and maintained in charge of the community 
trust office, is a weak one, to say the least. 
It virtually places him in a position of su- 
periority over the board itself. The board 
should be in complete control of all commu- 
nity trust activities, in so far as they relate 
to the use of the income or to contact 
the public. 

In this point of view. of course, the name 
“Distributing Committee.” which has been 
the selected name in a good many community 
trusts thus far, is itself a misnomer. For 
the work of the board inevitably includes 
much more than mere dist ribution of undesig- 
nated income. It must. if the board is to be 
anything more than a mere puppet, which 
meets occasionally at the call or on request 
of the director, to approve or 
recommendations, 


with 


concur in his 


Responsibilities Vested in Board 


The board is the community trust at work. 
It has charge of all that the community trust 
does or says. It makes investigations into 
the work of all the various educational. 
charitable or genera] philanthropie institu- 
tions within its field of service. It 
the activities of all 
be getting 


reviews 
institutions which may 
community trust money now 

whether by designation of the donor of trust 
funds or by appropriation of the board itself - 
or which may be asking for it: or which may 
eventually hope to get it. It studies its 
field. It requires reports. It makes reports 
on the progress and needs of social work in 
the community. It information and 
advice to persons who may be contemplating 
endowment gifts for any charitable purpose. 
It advertises the trust. It promotes the trust. 
It demonstrates, on whatever scale its pres- 
ent means permit, what the community trust 
can do, and what it could do if it had more 


gives 


money. It makes the community trust at- 
tractive to people who could give. It makes 
the community trust significant. It makes 
the community trust respected. 


The getting the community 
trust may, of course, at first, make 
necessary many variations from what. is re- 
garded as standard practice. Community 
trusts, for instance, will have to depend for 
many years upon volunteer service, and some 


problem of 


going, 


trust officer of a bank may wisely be desig- 
nated to act as the secretary. Or the banks 
may donate funds to employ some 
one who will help to organize and establish 
the foundation. Much excellent work has 
been done in such ways, and much more like 
it is needed. This is not a use of the in- 
come, however; and in these early necessi- 
ties the principle of a board of directors 
which directs should not be lost sight of. 


special 


There is only one broad reservation. or 
limitation, which, in addition to the general 
limitations of the trust purposes itself, may 
properly be placed upon the board in direct- 
ing the use of community trust income. The 
banks acting as trustees naturally have the 
right to any 
which to an ordinarily prudent person is ob- 
viously not in with the purposes 
of the trust or the specific directions of any 
individual trust agreement. Where a donor 
has provided that the net income of a fund 
shall be paid to a certain institution so long 
as it is in existence, or needed in 
munity, or whatever 


refuse to pay appropriation 


harmony 


the com- 
other limitations the 
donor may set down. and the community 
trust board in its investigations has come 
to the opinion that that limitation has been 
reached, it may be provided that the trustee 
or the trustee’s committee Shall approve or 
concur in the recommendation of the 
before the fina] withdrawal is made. But 
the board should have the responsibility for 
making investigations and 


board 


recommendations 

There are certain other matters in which 
it is usually required, and should be. always, 
that the board and the trustees shall con 
cur—especially in appropriating any part of 
the principal fund, and in 
the trust 


amendments to 


agreement, but these also do not 
relate strictly to the present use of the in- 
come. The ; some provision for 
amendments should not be overlooked. 


Both the board and the trustee’s committee 


necessity of 


are interested in the sound development and 
progress of the community trust. 
terchange of opinion 


Free in- 
and discussion on mat- 
ters which relate to the genera] policies and 
zrowth of the 


aged. 


foundation should be encour- 
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This new Todd machine signed 
28,000 checks in four hours! 


The new Todd Check Signer used by the Lincoln-Alliance Bank, of 
Rochester, put a safer signature on 28,000 Eastman Kodak dividend 
checks with a saving of 146 hours of executives’ time. 


Tus remarkable machine takes checks in 
sheets of four, five or six and imprints 
them with a reproduction of a genuine 
signature and photograph at the _ phe- 
nomenal rate of 7500 an hour. The process 
is one in which the actual signature plates, 
locked in the machine, never touch the 
paper. 

The Todd Check Signer requires the ser- 
vices of only one employee. An executive 
simply supervises the operation. Think of 
the saving of time this means in a busy 
organization. 

F. S. Thomas, Esq., First Vice-president 
of the Lincoln-Alliance Bank, of Rochester, 
says of the Todd Check Signer and Super- 
Speed Protectograph: 

“Heretofore, it has required one hundred 
and fifty hours for officers of the Lincoln- 

Alliance Bank to sign the 
28,000 Eastman Kodak divi- 
dend checks. By means of 
the Todd Check Signer the 
work was done in four hours. 


“The 28,000 dividend checks were amount- 
written on the Super-Speed in less than 
thirty hours, as against one hundred hours 
consumed in doing the same work by the 
fastest method previously devised.” 


This is one example of the saving that 
the Todd Check Signer and Super-Speed 
Protectograph effect. Big banking houses 
and businesses cut down office routine and 
free their executives from the wasteful 
hours spent in check signing by the installa- 
tion of the Super-Speed Protectograph for 
writing amounts and the Todd Check Signer 
for applying signatures. 


There is a Todd representative in every 
important city. Write or phone him for 
complete information on the adaptation of 
the Todd System to the requirements of 
your business. The Todd Company, Pro- 
tectograph Division. (Est. 1899.) 1152 Uni- 
versity Ave., Rochester, N. Y. Sole makers 
of the Protectograph, Super-Safe ty Checks 
and Todd Greenbac Checks, 


TODD SYSTEM 
OF CHECK PROTECTION 
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The Natural 


‘Power House 


of 
New England 


Wast power resources are only | 
one of the reasons why New Eng- || dower” the ine owmill, enced abous 103%, | 
land has always been a leader in the thas aceamadiaaa aca steen 
nation’s development. @/With her 
Atlantic ports, cheap local power, widely known for quality of prod- 
and unusual proportion of skilled uét, for economy of operation, and 
workmen, it is only natural that for soundness and reliability of 
her industries should have become management. 














Here in the heart of this industrial center is the OLD 
COLONY TRUST COMPANY, a broad and efficient e 
banking institution offering every financial service to a} 

2 manufaéturers contemplating New England as a base. Q 





Capital, $15,000,000 
Surplus, $11,000,000 


OLD COLONY 


Trust COMPANY 


17 COURT STREET, BOSTON, MASSACHUSETTS 
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TRUST 


National Trust 
Company 


Limited 


Capital and Reserve 
$6,000,000 


Assets Under Adminstration 


$157,000,000 


Trust Company Service for 
Corporations and Individuals. 


4% on Deposits 


5% on Guaranteed Trust 


Certificates 
Correspondence Invited. 


Toronto Montreal Hamilton Winnipeg 


Saskatoon Edmonton London, England 





“DONT’S” FOR STOCKHOLDERS RELA- 
TIVE TO TRANSFER OF STOCK 
CERTIFICATES 
William Beverley Harrison of the National 
Surety Company of New York has compiled 
the following injunctions which should be 
observed by stockholders relative to transfer 

of stock certificates: 

Do not sign your name on your 
tificate until you are ready to get 

If you borrow money from your 
give the stock as security, do not endorse the 
certificate and do not write anything on the 
certificate, but give the bank a separate pow- 
er of attorney, giving it the legal right to 
endorse your name if it becomes necessary. 
that if an endorsed certificate 
stolen and then falls into the 
hands of a person who is innocent of wrong- 
doing, that person will become the rightful 
owner of the stock represented ‘by that 
tificate. 

Do not buy 
bargain prices. 

Do not give strangers or anyone informa- 
tion as to the number of your certificate. 


stock cer- 
rid of it. 
bank and 


Remember 
is lost or 


cer- 


stock certificates offered at 


A stolen certificate will not pass transfer 


when transfer has been stopped, unless it is 
changed to correspond with a certificate that 
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THE 
ROYAL TRUST 
COMPANY 


MONTREAL 


is exceptionally well equipped to 
act in any fiduciary capacity for 
corporations or individuals de- 
siring the realization or adminis- 
tration of assets in Canada. The 
Company maintains a chain of 
branches from Atlantic to Pacific 
and has assets under administra- 


tion exceeding $380,000,000. 





HEAD OFFICE 
JAMES STREET, MONTREAL 


BRANCHES 


MONTREAL 

OTTAWA 
WINNIPEG 
CALGARY 
EDMONTON 
VANCOUVER 
VICTORIA 


105 Sr. 


HALIFAX 

SAINT JOHN, N. B. 
St. Joun’s, NFLb. 
QUEBEC 

TORONTO 
HAMILTON 








has not been stopped. 
information that may 
someone else. 

If you lose your certificate or if it is stolen 
notify the company at once by 
telegram and also by letter, 
ber of the certificate. 

Always keep a memorandum of the num- 
ber of your certificate. 

When you wish to sell, 
cate over to your bank 
make the delivery and 
only safe way. 

Do not deal with strangers. 
doubt consult a bank. Always be in 
until you have consulted a bank. 


Do not give anyone 
help him to defraud 


telephone or 
giving the num- 


turn your certifi- 
and have the bank 
eollect. This is the 


When in 
doubt 


Littleton Fitzgerald, advertising director 
of the American National Bank and Ameri- 
can Trust Company of Richmond, Va., has 
been elected president of the Richmond Ad- 
vertising Club. 

The State-Planters Bank & Trust Company 
of Richmond, Va., is distributing revised 
agricultural maps of Virginia, North Caro- 
lina and South Carolina. These maps show 
the principal crops raised in each county in 
the several states. 
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The 
TORONTO GENERAL TRUSTS 


CORPORATION 
EsTABLISHED 1882 


Total assets urder administration exceed $159,000,000 


W. G. WATSON, 


General Manager 


TORONTO - 


> 


HEAD OFFICE AND SAFE DEPOSIT VAULTS 


BITTE 


FIDUCIARY CLAIMS FOR FEDERAL TAX 
REFUND 
As regards the procedure 
claims are filed by a fiduciary in case of a 
taxpayer’s death, article 1304 of 
department, Regulations 69 as 
written provided as follows: 


where refund 


revenues 
originally 


“In the case of the tarpayer’s death, certi- 
fied copies of the letters of 
or letters testamentary or other similar evi- 


administration 


dence must be annered to the claim to show 
the authority of the 


tor.” 


administrator or exrecu- 

In lieu of the above provision Article 1304 
has been recently amended by inclusion in 
the first paragraph of the following provi- 
sions: 

“If a return is filed by an individual and 
refund claim is thereafter filed legal 
representative of the deceased, certified cop- 
ies of the letters testamentary, letters of ad- 
ministration, or 


by a 


other similar evidence must 
be annexed té the claim, to show the 
ity of the executor, administrator, 
fiduciary by whom the 
erecutor, 


author- 
or 
is filed. 
guardian, 


claim 
administrator, 


If an 
trustee, 
receiver, or other fiduciary files a return and 
thereafter a refund claim is filed by the same 
fiduciary, documentary evidence to establish 


other 


This Corporation— Canada’s Oldest Trust Company—is 
national in its outlook and interests, rendering useful and 
efficient service in six Provinces of the Dominion in which 
it is licensed to do business. Canadian fiduciary business 
entrusted to its care receives the benefit of long and wide 
experience in every phase of corporate trusteeship. 


HON. N. W. ROWELL, K. C., LLD. 


President 
H. M. FORBES, 
Asst. General Manager 


MONTREAL - OTTAWA - WINNIPEG - SASKATOON 


VANCODLVER 
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the 
accompany the claim, provided a statement is 
in the claim showing that the 
was filed by the fiduciary and that 
ter is still acting. In 
is to be paid, letters testamentary, letters of 
othe / 
quired, but should be 


specific request therefor 


legal authority of the fiduciary need not 


return 
the lat- 


such cases if a refund 


made 


administration, or evidence may be re 
submitted only upon a 
filed 


whom 


If a claim is 
the 
necessary docume it- 
claim.” 


by a fiduciary other than 
the filed, the 


tary evidence should accompany the 


one by 


return was 


TRUST COMPANY IN CENTRAL AMERICA 

The Pacific Bank & Trust Company, oper- 
ated with San Francisco capital, has opened 
in Guatemala City, Central America. Mem- 
bers of the board of include Her- 
bert Fleishhacker, president of the Anglo & 
London Paris National Bank; John I. Wal- 
ter, director of the Wells Fargo Bank & 
Union Trust Company, and of the 
Francisco Bank, and Benjamin Bloom, presi- 
dent of the Banco Occidental of Salva- 
dor. 


directors 


San 
San 


The Tobacco Belt Trust Company is being 


organized in Lakeland, with capital of 
$100,000, 


(7a., 














STATUS AND OBLIGATIONS OF TRUSTEE UNDER 
PRIVATE OR ORDINARY DEED OF TRUST 


DUTIES TO BOTH LENDER AND BORROWER 


MATT WAHRHAFTIG 
Of the Law Firm of McKee, Tasheira & Wahrhaftig, Oakland, California 


(Eprror’s NOTE: 


The use of deeds of trust in place of mortgages has gained in publie 


favor and although enforcement of rights thereunder is extra-judicial, they have been 


uniformly sustained as to validity. 


Duties of trustees on payment, on default and upon 


sale and final conveyance acquire particular interest to fiduciaries and furnish the basis 
of the following paper presented at the recent annual meeting of the Trust Company Sec- 


tion of the California Bankers Association. 


ordinary deeds of trust.) 
RUST deeds now have a first 
the jurisprudence of this state, in 
many counties almost supplanting the 


place in 


mortgage as a form of security. In a sense 
it is strange that their use was ever sanc- 
tioned. The whole theory of the law of se- 
curity has been away from the idea of “for- 
feit”’ (wherein is found the inception of se- 
curity); the tendency has been in fact both 
at common law and under statutes to hold 
that whatever form the _ security took— 
whether a deed absolute, or a mortgage with 
the right of redemption waived at the out- 
set—that the instrument 
mortgage, and had to be foreclosed as such, 
and that the right of redemption—whether 
statutory, or equitable—existed. In other 
words, the tendency has been to hold that a 
mortgage, or other security conveyance of 
real was but a lien, and had to be 
foreclosed as such in the event of default. 

In California the lien theory of a mortgage 
followed unswervingly. And yet 
the very judge who most earnestly expounded 
the lien theory of mortgage—Justice Stephen 
J. Field—was the one who first upheld the 
trust deeds in this state. 

Trust Deeds Consistently Upheld 

That was in 1859, in the case of Koch vs. 
Briggs. From that date to this trust deeds 
have ruggedly withstood every attack, Though 
they convey a title to the trustee—though 
they require no foreclosure, though they 
seem to do away with all right of redemp- 
tion, though they seem to be trusts not 
sanctioned by the code—and though they 
seem to be restraints upon alienation—never- 
theless they have been consistently upheld. 


was nevertheless a 


estate 


has been 


use of 


Although the legal and judicial aspects are 
dealt with particularly as developed by California procedure, 
eral application and interest to trust companies and banks as trustee 


the conclusions are of gen- 
under private or 


They were subjected to a long series of at- 
until in 1898, in the case of Sacra- 
Bank vs. Alcorn Mr. Justice Temple 
finally rested their validity upon the doctrine 
of stare saying: “These 
which uniform, establish a con- 
clusion which has become a rule of property, 
and however thoroughly we might now be 
convinced that the rule is erroneous, it should 
not be disturbed” (P. 382). “But the legis- 
lature can correct the evil if there be one. 
The courts cannot do so without 
distrust and confusion, and we 
well established and sound 
jurisprudence ought not now to interfere” 
(P. 385). And yet, after their validity was 
thus sustained it was quite evident that on 
legal theory it was done reluctantly. We find 
the same judge some years later saying: 


tacks, 
mento 
decisis decisions, 


have been 


producing 
think upon 
principles of 


“Trust deeds to secure payment of a debt 
are an anomaly in our system, and are ad- 
mittedly inconsistent with the policy of this 
state in regard to mortgages. It is at least 
doubtful if they would now be sustained but 
for a line of decisions made before they were 
seriously questioned.” 


Small wonder then that since that 
time sporadic attacks have been made upon 
them. Even though over a half century of 
continuous use had elapsed a severe attack 
was made upon the legality of trust deeds as 
late as 1913.1. And now 68 years have passed 
since their use was sanctioned, and even 
now at times in spite of code and decision 
their validity is drawn into question in con- 
troversies in our trial courts. It is therefore 


even 


1 Kinard vs. Kaelin (1913), 22 Cal. App. 382. 





38 TRUST COMPANIES 


not at all curious that the duties and obli- 
gations of trustees under this anomalous 
form of security may not seem so clear to the 
lawyer as the layman (particularly if he is 
a trust officer) thinks they should be. 


Who May Be a Trustee 

Before proceeding with the inquiry as to 
what the duties and obligations of trustees 
are, it may be well to determine who may 
act as a trustee under a deed of trust. Obvi- 
ously any natural person able to perform 
the duties of a trustee may act as such. The 
question which usually arises in this situa- 
tion is whether a person who has an interest 
in the subject matter (other than as trustee) 
may act. Several have raised the 
question whether directors or stockholders of 
a bank may act as trustees under a deed of 
trust given to secure a note executed to the 
bank. The answer has been in the affirma- 
tive? The theory of those attacking the 
right of the directors and stockholders to act 
as trustees was that a trustee cannot pur- 
chase at his own sale, and therefore when the 
bank purchased at the sale, it was in effect 
a sale by the trustee to itself. But the 
court properly decided that “The purchase 
was not made by or for the trustees, but by 
the corporation for itself, and the seller and 
purchaser were not the same person.’” 


cases 


In fact not alone may directors of a bank 
act as trustees for the bank under such a 
deed of trust, but the creditor—the lender 
himself may act as trustee. Of course in 
such a case he acts in somewhat of a triple 
capacity—as beneficiary, and (as pointed out 
later) as trustee for the borrower and also 
as trustee for the lender. In such a case, 
it was contended that the conveyance run- 
ning directly to the creditor was to be con- 
sidered a mortgage with a power of sale, 
and not a deed of trust, but the court prop- 
erly said‘*—“Whether the conveyance is to 
be treated as a mortgage or a deed of trust 
must depend upon its essential character, as 
shown by its terms, and not whether the 
grantee is a creditor whose debt is to be 
paid out of the proceeds to arise from the 
execution of the trust which is declared.” 


Duty to Recognize Whether He Is Trustee 


When we come to the duties of trustees 
we may as well start right at the beginning. 
The first duty of the person named as trus- 
tee is to know whether he is a trustee—or 
putting it another way, to know whether the 
instrument under consideration is a mort- 


2 Copsey vs. Sacramento Bank (1901), 133 Cal. 659; 
Sacramento Bank vs. Copsey (1901), 133 Cal. 663. 

8 Herbert Kraft Co. vs. Bryan (1903) 140 Cal. 73. 

4 More vs. Calkins (1892), 95 Cal. 435. 


gage or trust deed, bearing in mind of course 
that under our statute law, as well as under 
the common law, an instrument which ap- 
pears to be a deed, if in fact given to secure 
an indebtedness, is a mortgage, and must be 
foreclosed as such. How then to determine 
whether a particular instrument is a trust 
deed or a mortgage? Obviously when the 
instrument is named a trust deed and is in 
the now usual and orthodox form, no ques- 
tions will arise. But when the instrument 
is in its terms uncertain, then the question 
may arise and has arisen in many cases. The 
mere fact that a conveyance is made to the 
grantee is not conclusive, for an absolute 
conveyance may be shown to be a mortgage. 
The mere fact that a power of sale is given 
to the grantee is likewise not conclusive, 
for a mortgagee may also be given a power 
of sale. That the instrument does not pro- 
vide for a foreclosure, or for a redemption 
after sale, material, for a 
mortgage is usually silent as to these mat- 
ters and an absolute deed certainly is. If 
there is a duty under the power of sale 
given, to apply the proceeds in satisfaction 
of the debt, again it is not conclusive, for 
that would be the duty of a mortgage who 
had a power of sale. 

Thus in Felton vs. Le Breton, even though 
the conveyance to the creditor declared that 
it was a conveyance in trust, and that the 
creditor had the power to sell the property, 
and out of the proceeds discharge the debt, 
it was nevertheless held to be a mortgage 
with power of sale. If, however, the instru- 
ment does not provide for a reconveyance by 
the grantee when the debt is paid, or if it 
does not prescribe the manner of sale, or the 
notice to be given, it is strong evidence of the 
fact that a deed of trust was not intended.® 
In general, if there is a conveyance to the 
trustee, and directions are given him to re- 
convey when the debt is paid, and if not 
paid to sell the property after notice given 
as provided for, and apply the proceeds in 
satisfaction or partial satisfaction of the 
debt, the instrument will be considered a deed 
of trust. In other cases it is a question of 
interpretation, and as always, in such cases, 
the instrument must be considered as a 
whole before a decision can be reached. 


does not seem 


Duties to Both Lender and Borrower 
Though it has been stated that the trustee 
under a deed of trust is in no real sense a 
strict trustee, and is usually an agent of the 
lender of the money, and though perhaps in 
a practical sense it is true that he is no more 


§ Cal. Safe Deposit and Trust Co. vs. Sierra, etc. Co. 
(1910), 158 Cal. 690. 
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a trustee than a mortgagee is, yet the cases 
in this state have continuously denominated 
the trustee, as a trustee, and have declared 
that he is a trustee for both parties—the 
lender and the borrower—and owes duties to 
each. Whether these duties arise out of the 
fact that the true trust relation has been 
created, or out of the fact that the grantee 
is an agent to a limited extent of both par- 
ties, is for the purpose of our present discus- 
sion immaterial. The fact is that he has 
been termed a trustee for both parties in 
many of our cases. For example we have 
this terse statement in Atkinson vs. Foote. 
“Indeed, it cannot be doubted, from the 
nature of a trust deed given to secure a debt, 
that the trustees in such a case are as well 
trustees for the trustor as for the beneficiary 
of the trust, or, perhaps, it would be more 
accurate to say, the lender of the money, 
since both the latter and the owner of the 
property are equally beneficiaries of the trust 
to the extent of their respective interests.” 


Duties Prior to Payment or to Default 

If the debt has been paid the trustee is 
under a duty to reconvey. His trust has 
ended. The title or interest which has been 
given him ceases, for the purpose of his 
trust has been fulfilled. If on the other 
hand there is a default and he is instructed 
by the lender to take the usual steps neces- 
sary to effectuate a sale of the property, it 
is his obligation to do so. However, unless 
there are duties specifically and expressly 
imposed on the trustee by the deed of trust, 
prior to default, or payment, it would seem 
that until then he has no duties to perform 
in connection with the management or con- 
trol of the property covered by the deed of 
trust. Of course this does not refer to the 
duties of a trustee under a bond issue, who 
prior to that time may have many duties to 
perform. 


Duty on Payment: To Reconvey 


Practically all trust deeds provide that 
upon payment of the debt, the trustee shall 
reconvey the land to the grantor. If he fails 
to perform this duty it seems clear that he 
may be forced to reconvey in order to make 
the record title clear. The interesting ques- 
tion is whether a reconveyance is necessary. 
Would not a statement by the creditor duly 
executed and acknowledged operate to clear 
the title, just as a release of mortgage does? 
On principle it would seem that this is so. 
If the grantee takes not a full title, but a 
“security title,” it would seem that upon 
payment this title would cease to exist. Sec- 


6 MacLeod vs. Moran (1908), 153 Cal. 97. 


tion 871 of the Civil Code seems to support 
this view. It reads as follows: “When the 
purpose for which an express trust was cre- 
ated ceases, the estate of the trustee also 
ceases.” The opinion of Mr. Justice McFar- 
land, in Tyler vs. Currier certainly sustains 
this view. There it was said: 

“When the money secured by it was paid, 
the trust ceased, and the estate of the trus- 
tees ceased; and while in such case the 
trustees could no doubt be compelled to re- 
convey in order to make the record title 
clear, still when the trust estate terminated 
the title was left in the grantor in whom it 
was vested at the time of the execution of 
the trust deed.” 


Duty upon Default 

The trust deed in apt words usually pre- 
scribes the duty of the trustee on default. 
At the request of the leader he is to offer 
the property for sale, and after the sale he 
is to apply the proceeds to the payment of 
costs, then to the indebtedness secured, and 
the balance, if any, is to go to the borrower. 
Prior to 1917, when Section 2924 of the Civil 
Code was amended, the form of notice, and 
the manner of making the sale was the man- 
ner provided for in the deed of trust itself. 
There were no statutory requirements on the 
subject. Even now the form of notice pro- 
vided for by the instrument should be given 
—in addition to giving the notice provided 
for by the code. There is no doubt of the 
fact that if the trust deed provides for more 
notices or a longer period of publication 
than does the statute, that that notice must 
be given. The borrower is entitled to the 
notices provided for by his contract. 

It may be observed, however, that there is 
no duty to give personal notice to the lender, 
unless the deed of trust so provides. Com- 
pliance with the provisions of the deed and 
of? the statute is sufficient.’ 

The manner of conducting the sale, the 
procedure to be followed at such time—the 
question as to whether the trustees must be 
present or whether they can delegate their 
authority to another, are not within the 
of this discussion. These matters, 
however, are vital, for on them the title of 
the purchaser rests. 


scope 


Duties After Sale: To Convey to Purchaser— 
To Properly Dispose of Proceeds—To 
Properly Dispose of Surplus 

As pointed out before the duty of the trus- 
tee at the sale—that is the manner in which 
he conducts the sale—is not within the scope 


of this discussion. It is of course obvious 


7 Sargent vs. Shumaker (1924), 193 Cal. 122. 
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that he must sell to the highest bidder. 
the sale has completed, and the con- 
received, it is the trustees’ duty 
to convey the property to the purchaser. In 
Balfour-Guthrie 
was said: 

“One 


been 
sideration 
Company vs. Woodworti., it 


of the trusts assumed by the 
was to erecute 


trustee 
a deed of the premises sold, 
and this trust continued until it had erecuted 
a deed which would vest the purchaser with 
all the title with which the 
vested, and which it purported 
by its sale.” 


trustee wads 


to transfer 


Having received the consideration it is the 
duty of the trustee to apply the proceeds in 
payment of including trus- 
tees’ fees, and attorneys’ fees, and apply the 
balance on the note. Trust deeds usually 
provide for the payment of such costs and 
fees out of the proceeds, and where this is 


expenses costs, 


the fact, so long as the outlays are appro- 
priate, no questions can be raised. 
if the trust deed should not 
ject, it is quite evident 
would be allowed to 


And even 
cover this sub- 
that the 
reimburse 


trustee 
himself for 
costs, and attorneys’ retain a fee 
for his own services.® 

In view of the fact that the 


represents the borrower, he is 


fees, and 
trustee also 
obligated to 
pay over to the borrower any surplus arising 
from the sale. As has been said in a recent 
Case : 

* * * it must be, in the very nature 
of the situation, the duty of the 
upon a sale of the trust property, to satisfy 
the indebtedness it was given to 


trustees, 


secure, to 
see that they get possession of the surplus, 
if any there be, and above the sum 
necessary to satisfy the debt, etc., and to see 
that to the possession of the trustor such er- 
cess be delivered.” 


over 


Troublesome questions arise as to the dis- 
position of the surplus when the rights of 
junior encumbrancers, judgment creditors, 
and subsequent assignees are involved.® 
Duty to Recite Socalled Jurisdictional Facts 

in Trustee’s Deed 

In the proper performance of the trust he 
owes the lender, it may be said that it is the 
duty of the trustee to recite in his convey- 
ance to the purchaser at the sale the juris- 
dictional facts upon which his power to con- 
vey depends. In a sense “the trustee is ‘the 
accredited historian of his acts.’’”” If the 
deed of trust makes these recitals conclusive 
as to purchasers at the sale, they are so con- 
sidered. Even if the trust deed is silent as 
to their effect, they are nevertheless prima 


8 Mitau vs. Roddan (1906), 149 Cal. 1. 
®See 41, Corpus Juris, p. 1014. 
10 Central Bank vs. Lake (1923), 62 Cal. App. 588,590. 
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facie evidence of the facts so recited. 
action by the against the borrower 
for a trustee’s deed may be 
admitted in evidence to prove by its recitals 
the prerequisites to a valid sale, when the 
deed of trust provides that such recitals shall 
be conclusive. 


In an 
lender 
deficiency the 


It may here be pointed out, however, 
these recitals are also admissions, and 
where the trustee recited that he 
ceived a certain amount in gold 
court held: 

“The trustees cannot declare 
that they have 
for the 


or gold coin, and 


that 
thus 

had re- 
coin, the 


in their deed 
received, as a consideration 
sum in cash 
permitted there- 
owner to recover 
debt to se- 
deed of trust was given has 


that 


‘11 


certain 
then he 
action by the 


conveyance, a 


after in an 
the surplus remaining after the 
which the 


been paid, to say or set up a 


cure 
defense 
received no eash or 


they have money.’ 


Conclusion 


As indicated in the opening portion of this 
discussion, deeds of trust have in a 
been developed by the bench and bar of this 
state without legislative sanction. That the 
use of deeds of trust in place of mortgages 
has gained popularity is evidence of 
the confidence placed in them. Yet it must 
always be remembered that the enforcement 
of rights thereunder is extra-judicial. There 
is no decree of court at the culmination of 
declaring that all 
their day in court and are there- 
fore forever barred. So far as the sale and 
the final conveyance to the purchaser is con- 


sense 


such 


the proceedings 
have had 


parties 


cerned, the proceedings are in invitum, and 
therefore trustees in the proper administra- 
tion ‘of their trusts to both parties should at 
all times scrupulously 


perform the various 


duties assumed by them. 
% &% % 

The City Trust Company has been organ- 

ized at LaFayette, Ind., to 

City National Bank of 


take over the 
LaFavette. 

EK. E. Jones, vice-president of the Indepen- 
dence Trust Company of Charlotte, has been 
elected president of the North Carolina Bank- 
ers Association. 

The Clifton 
N. J., has 
the First 


Trust 
purehased 
National 


“Business 


Company of Clifton, 
controlling interest in 
sank of that city. 

Insurance’ was the subject of 
an address recently by A. B. Culbertson, as- 
sistant trust officer of the National 
Bank of Houston, before the convention of 
the Texas Association of Life Underwriters. 


Second 


1 Atkinson vs. Foote (1919), 44 Cal. App. 149, 
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Independent Appraisals 
Protect 
PURITAN BONDS 


Before this Company buys a Real Estate 
Mortgage, it secures at least two expert, 
unbiased, independent appraisals by 
well-recognized authorities. These ap- 
praisals are used for comparison with the 
figures of the Company’s own staff of 


experts, and a Puritan Bond Issue never 
exceeds 66%% of the most conservative 
valuation. 


EVERY real estate bond issue should have an 


Independent trustee 
Independent appraisals 
Independent guarantee of completion 

Independent architectural and engineering 
supervision 

PURITAN BONDS HAVE THEM ALL 
et 

Puritan Bonds are sold through Investment Houses and Banks 


Descriptive Booklet on Request 


THE PURITAN CORPORATION 
GRAYBAR BUILDING, Lexington Ave. at 43rdSt. NEW YORK 





American 
Traveler 


athome 
or 
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OT with the little brass or cardboard tags 

that go on luggage—but with the magical 
sky -blue “Cheques” with which travelers, who 
know how to travel, always ‘Cheque’ themselves 
for Personal Service, and their travel funds for 
Safety, before they start on a journey anywhere. 
16,000 of the most srogressive Banks in this 
country are local “Chequing”’ Stations. It’s a 
personal service these Banks render their traveling 
depositors, since this kind of ““Chequing’’ assures 
their depositors of the most necessary of all travel 
requisites—safe and usable money, ‘and Personal 
Service, everywhere. 


Every train that pulls out of your town, this sum- 
mer, will carry one or more of your ‘depositors 
away on a vacation. Wherever they go, in this 
country quite as much as abroad, they need, will 
appreciate, and are sure to have safe money 
and “The Helpful Hand of a Great Service,’ if 
your Bank “Cheques” them, before they start, with 


American Express Travelers Cheques 
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ECONOMIC EFFECTS OF INHERITANCE TAXES 


INFLUENCE ON SUPPLY OF CAPITAL AND SAVINGS 


GLENN E. HOOVER 
Assistant Professor of Economics and Sociology, Mills College, California 


(Eprror’s NoTe: 


Economic judgment in general confirms fiduciary experience 


that 


the manner in which inheritance tares are applied in this country, with attendant evils 


of wastefulness and duplication, is highly unscientific and uneconomic. 


discusses the influence of inheritance 


Professor Hoover 


taxation particularly as regards distribution of 


capital goods, upon savings, productivity and property.) 


T is advisable to divide the effects of in- 

heritance taxes into two classes, the direct 

and the indirect. The direct effects in- 
clude such effects as necessarily ensue from 
the levy of the tax, apart from any change 
in the will or habits of the people subject 
to it. The first and most obvious effect is 
a diminution of the share of an estate that 
would otherwise go to the heirs. 
that if 
revenues 
raised by 
possible to 


It is equal- 
need to in- 
of the state, such reve- 
inheritance taxes will 
reduce pari passu, the 
amounts raised by other forms of taxes. 

A more disputed point is the effect of in- 
heritance taxes upon the supply of capital. 
Professor Taussig defines “capital” as “those 
things which are part of the community’s 
apparatus of production.” If this definition 
is accepted, it follows that no tax, payable in 
money, directly affects the quantity of capi- 
tal in existence at the time the tax is levied. 

If a man inherits a factory having a cash 
market value of $10,000 on which he must 
pay $1,000 tax, it is true that his wealth is 
increased by only $9,000, instead of $10,000 
by which his wealth would have been in- 
creased but for the tax. But this in no way 
decreases the capital in existence at the time 
the tax is paid, as the factory is still capital 
and is still worth $10,000, though it netted 
but $9,000 to the legatee. 

For a consistent, bold and modern state- 
ment of the way in which inheritance taxes 
destroy capital, the reader may turn to the 
writings of Hon. A. W. Mellon. With him 
there is no vagueness of speech. He writes: 

“For instance, assuming that all inheri- 
tances, large and small, were tared at 40 per 
cent, it would then be only two or three 
generations until private ownership of prop- 
erty would cease to exist. Since these 


ly obvious there is no 
crease the 
nue as is 


make it 


tares 


are used in the current operations of govern- 
ment, the result would be, not that the gov- 
crnment had absorbed the wealth of the 
country, but that the wealth had been spent 
and none was left.” 


With Mr. Mellon, the inheritance tax be- 
comes a magic wand that may be used to 
wipe private property entirely out of exist- 
ence. Its effect upon land is as 
as its effect upon capital: “Under the high 
death duties, ownership of land (in Eng- 
land) has ceased to have value and large es- 
tates can now be purchased for less than the 
cost of improvements. In other words the 
land itself is rendered valueless by the death 
duties and no longer produces revenue.” Fre- 
quently the most effective way to disclose an 
error in reasoning is to carry it out to its 
logical conclusion, and this Mr. Mellon 
done. 


disastrous 


has 


Effect on the Distribution of Capital Goods 


Inheritance taxes may influence, in an im- 
portant way, the distribution of capital. Eco- 
nomic efficiency does not depend alone upon 
the supply of land, labor and capital, but is 
largely dependent upon the way in which 
they are utilized. To secure a maximum 
product, capital should be in control of those 
who can make the best use of it. Property 
acquired by purchase tends normally to drift 
into the hands of those who can use it most 
productively. On the other hand, there is 
nothing in the process of acquiring capital 
by inheritance which gives any assurance 
that its new owners are best qualified to use 
it. There is an argument, therefore, in fa- 
vor of an inheritance tax sufficiently high to 
force inherited property back into the com- 
petitive arena where its ownership may be 
determined in the normal fashion. 

The indirect effects of an inheritance tax 
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include such effects as it brings about 
through changing the volition or the habits 
of men. If an inheritance tax causes men 
to work less, its economic effect would be tre- 
mendous and yet indirect in that the result 


was made possible only because men chose 
to react to the law in a way. The 
term “indirect” used here is not at all 
synonoymous with unimportant; in fact, the 
indirect effects of are the 
important perplex- 
ing problems. 

It has claimed that 
tax, by reducing the amount 
tribute at death, reduces to that extent the 
pecuniary incentive to labor. However, Max 
West probably represents the weight of au- 
thority when he 


certain 


as 


inheritance 
and the 


taxes 


ones offer most 


been inheritance 


one may dis- 


an 


Says: 

“Death is usually looked upon as a remote 
event and occupies no very prominent place 
in the minds of men.” 

Professor Hobson is of the same opinion: 

“But a good deal 
inheritance tares) 


(of our indifference to 
is also attributable to the 
which leads so many 
to think and act as though they were 
to live 
of 


and 


curious illusion men 


going 
They simply refuse to think 
with their earnings 
Putting the matter concretely, 


forever. 
death in 


Savings. 


connection 


I do not believe that well-to-do people would 
accumulate and leave behind them less than 
they do now, if the state were to take one- 


half or more of their estates instead of the 


tenth which it now takes on the average.’ 
Our own heavy war taxes revealed how 
little the industry of a people is affected 
when the state takes an increased share of 
the product of labor and saving. Although 
there was popular talk to the effect that 
high taxes were discouraging business ini- 
tiative and industrious habits, the charge 


gets no support from the statistics of produc- 
tion and saving for the period. 


Effect Upon Saving 
There are many motives to that 
unaffected inheritance taxes. If one is 
prompted to save in the belief that he him- 
self will enjoy his savings, he is quite in- 
different to what happens to his estate at 
death. It seems probable that most of the 
savings of the working class are of this char- 
acter. They save for the “rainy day,” which 
means any emergency. With them there is 
little urge to save that they may manifest 
their benevolence toward their heirs. 


save are 


by 


There are those, too, who amass huge for- 
tunes, neither for themselves nor their heirs, 
but because of the added power which wealth 
gives them in their game of business. 


Pro- 
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fessor Carver has well described the motives 
of this group: 


“So long as the player is left in possession 


of this instrument while he is one of the 
players, he is not likely to be discouraged 
from accumulation merely by the fact that 


the state, rather than his heirs, gets it after 
he is through with it.” () 

The savings of young people must be pecu- 
liarly free from the influence of inheritance 
taxes, for all but the morbid youth, 
death and the consequent inheritance tax lie 


as, 


out far beyond the realm of things that mat- 
ter. Then, who save from habit 
have become rather firmly fixed in their hab- 
its before they old enough to in- 
fluenced by inheritance taxes. Their stand- 
ard of living is maintained at about the same 
level; and neither their consumption ex- 
penses nor their earnings vary with rates of 
inheritance taxes, 


too. those 


are be 


Effect on Savings Irrespective of Motivation 


The which the motives to 
are consciously restricted by the inheritance 


extent to save 
tax has been grossly exaggerated by its crit 
ics. It may, affect the volume of 
savings without working through the motives 
of savers and redistribute the bur- 
dens of that the spenders will 
have more to spend while the accumulations 
of the which ordinarily would take 
the form of producers’ capital, are taken by 
the government. 


however 


may 


so) 


government 


Suvers, 


The inheritance tax, as Bentham said over 
a hundred 


years ago, is a way of getting 
money from the community without anyone’s 
feeling the burden. If all the expenses of 


government could be provided for in this bur- 
denless way, it might seem that the taxpay- 
ers’ paradise was in sight. If, however, the 
aim of society be increased production, tax 
paying should not be made easy; but taxes, 
whether felt or should be so distributed 
as to permit a maximum increase of capital 
on which production so largely depends. <A 
society concerned with increasing its product 
should shift the tax burden from the savers 
to the consumers until it feels that main- 
taining the level of consumption is as im- 
portant as increasing the supply of capital. 


not 


Tax Reduces Saving Capacity 
Inheritance taxes must be considered along 
with the taxes which they would, in part, 
replace. In so far as they might be used to 
replace taxes consumption, they would 
probably tend to increase the consumption 


(1) 


Social 


Essays in Justice, p. 323. 
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A Complete Banking Service 


The Midland Bank offers exceptional facilities for the transaction 


of banking business of every description. 
affiliations it operates 2,250 branches in Great 


Together with its 
Britain and 


Northern Ireland, and has agents and correspondents in all parts 


of the world. The 


Bank has offices in the Atlantic Liners 


Aquitania, Berengaria and Mauretania, and a foreign branch office 
at 196 Piccadilly, London, specially equipped for the use and 
convenience of visitors in London. 


MIDLAND BANK 


LIMITED 
HEAD OFFICE: 5 THREADNEEDLE STREET, LONDON, E.C.2 


Affiliated Banks: 


Belfast Banking Co. Ltd., Northern Ireland; The 


Clydesdale Bank Ltd., and North of Scotland Bank Ltd., Scotland 
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of goods and diminish the capital supply. 
The resultant will not be made good 
through increased savings of the poor, who 
will, instead, their consumption. 
The inheritance tax is objectionable then, not 
because it is a tax nominally laid on capital, 
nor because it reduces the. motive to save, 
but because, as compared with consumption 
taxes, it reduces the saving capacity of the 
wealthier For the term “wealthier 
classes” one may, if he will, substitute 


ing classes, 


loss 


increase 


classes, 
“sav- 
for, as Prefessor Taussig says: 

“The greater part of the capital owned and 
maintained in modern communities, arises 
from the savings of the comparatively small 
number of the more fortunate classes.” (2) 

These conclusions will not impress those 
who are unconcerned about the future ac- 
cumulations of capital. There are some who 
believe that the chief concern of society 
should be the increase of immediately avail- 
able consumption goods rather than capital 
goods. There are, too, those who believe that 


provision can be made for capital accumula- 


(2) Principles of Economics, 3d ed., vol. 1, 
76. 


tion in some other way than private savings. 
The limits of the present subject will not per- 
mit a consideration of these contentions. 

In conclusion, it appears that most of the 
arguments thus far used against the inheri- 
tance tax are bad that there is only 
a slight balance in favor of taxes on income; 
but that any attempt to substi- 
tute inheritance taxes for taxes on consump- 
tion would seriously restrict the supply of 
producers’ capital and thus imperil the high 
level of well-being that characterizes the 
present order. 


ones ; 


large-scale 


economic 
Re fe of 

Exports of merchandise 
during the calendar 


from New York 
year 1926 were valued 
at $761,249,789, compared with $810,416,054 
for 1925, a decline of $49,166,265. 

William L. McKee, who resigned as a vice- 
president of the National City Company last 
October, has been elected a_ vice-president 
of the Chase Securities Corporation of New 
York. 

The Broad & Market National Bank of 
Newark, N. J., has changed its name to the 
Broad & Market National Bank & Trust Com- 
pany of Newark. 
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CENTRAL FARMERS’ TRUST 
COMPANY 
WEST PALM BEACH, FLORIDA 


RGANIZED on the initiative of the Central 

Union Trust Company and The Farmers’ Loan 
and Trust Company to provide service of precisely 
the same character as rendered by New York trust 
companies of the highest standard. 


Correspondence _ solicitea 





OPPORTUNITIES FOR YOUNGER GEN- 
ERATION IN BANKING 


The disheartened and stationary bank em- 
ployee usually himself to 
he fails to receive promotion. 
treatise on 


has when 
An excellent 
career and the 
qualities that spell success, is contributed by 
Reeve Schley, vice-president of the Chase 
National Bank of New York to a newly pub- 
lished volume on “An Outline of Careers,” 
edited by Edward L. Bernays and published 
by the George H. Doran Company. Mr. 
Schley says among other things: 


blame 


banking as a 


“The young man of imagination and apti- 
tude who makes good in the particular jobs 
first assigned to him in the head office of 
a great city bank will find all the opportu- 
nity that he wants. It is the practice to 
study every member of the personnel with 
reference to his aptitude and _ possibilities. 
Men who can take additional responsibilities 
are constantly being sought. As they are 
found, they are transferred rapidly from de- 
partment to department, being given an op- 
portunity to learn many phases of the bank- 
ing work and additional responsibilities are 
given as rapidly as they are qualified to take 
them. The problem is to find a_ sufficient 
number of men who are qualified for pro- 


from banks in 
with a view to assisting their clients in 


other states, 


Florida. 


motion. The growth of banking has been at 
least proportional to the growth of the coun- 
try as a whole. A growing institution means 
opportunities for the men who are in it.” 

TENDENCY TOWARD COMBINATION 

The First Wisconsin National Bank of 
Milwaukee says in its “Business and Finan- 
cial Comment”: 

“The business men of the 1880's and 1890's 
experienced competitive conditions similar to 
those now existing. In consequence, a rapid 
trend toward combination took place. Like- 
Wise today, consolidations and mergers are 
daily being reported. It 
cluded, however, that 


must not be 
large-scale business is 
a universal cure-all. In not a few lines of in- 
dustry, a moderate-sized independent 
cern, if well managed and financed, 
up against stiff competition. For the very 
reason that it is not so large, it can readily 
adapt itself to changing conditions. On the 
other hand. much progress in the technique 
of large-scale management has been made 
in the last twenty-five or thirty years. The 
chief bar to the large business 
aggregates has been the dearth of first-class 
executive ability, but even this disadvantage 
is being overcome.” 


con- 


con- 


can £0 


success of 














PROBATE PROCEDURE IN ADMINISTRATION OF 
ESTATES 


DUTIES DEVOLVING UPON 


EXECUTOR OR ADMINISTRATOR 


DESMOND J. BARKER 
Assistant Trust Officer, Ogden State Bank, Ogden, Utah 


(Eprror’s Note: 


The procedure confronting trust companies and banks as executors 


or administrators under will in taking the necessary steps to probate a will and securing 
letters testamentary or of administration, call for due attention to codes of law and 


approved practice. Mr. Barker's discussion 


in Utah.) 

AE state claims jurisdiction over all 

the property within its boundaries 

upon the death of the lawful owner 
thereof. Immediately upon his demise it in 
effect becomes the property of the court in 
the district where it is located, pending final 
disposition. Wills must be proved and let- 
testamentary or of administration 
eranted (1) if the decedent be a resident of 
the state, in the county in which he has his 
at the time of his death; (2) if 
a non-resident, first in the county in which 
he died leaving estate therein; second, in any 
county in which any part of the estate may 
the decedent not having left in 
the county in which he died or having died 
without the state; (8) in all in 
the county where application for letters is 
first made. Where a case is originally within 
the jurisdiction of two or more counties, the 
county in which application is first made 
has jurisdiction. Where a judge is next of 
kin to the decedent or has any connection 
whatever with the will, he is disqualified. 

It is the duty of the custodian of a will, 
within thirty days after the receipt of in- 
formation that the maker thereof is dead, to 
deliver the same to the District Court hay- 
ing jurisdiction to the executor named 
therein. Any person who fails to produce 
the same after having received reasonable 
notice to may be committed to jail 
until does, and shall be liable for any 
damages occasioned by his failure. Any in- 
terested may, at any time after the 
death of the testator petition the court to 
have the will proved. 

Admission to Probate 

Nuncupative (oral) wills may be admitted 
to probate at any time after the decedent 
has been dead ten days and within six 
months after the testamentary words have 
been spoken, on petition and notice as pro- 


ters 


residence 


estate 


be, 


other cases 


do 


sv 


he 


person 


is based upon the Probate Code as it exists 

vided for the probate of wills. The petition 
should that the testamentary words 
the substance thereof were reduced to 
writing within thirty days after they were 
spoken, which writing must the 


petition. 


allege 
or 


accompany 


The will is admitted to probate upon the 
testimony of one of the subscribing witnesses 
except in case of contest, when the testimony 
of all of them who are in the county will be 
required. If none of them can be produced 
due to death, absence or insanity, the court 
may admit the testimony of other witnesses 
to prove the sanity of the testator and the 
execution of the will. The court admitting 
a will to probate, after the same has been 
proved and allowed, must issue letters testa- 
mentary thereon to the persons named there- 
in executors, after their to 


as 


competency 


discharge the trust has been passed upon. 


Administration 
dying intestate 


of the 
must be 
persons 


estate of a person 
granted to one or 
more of the hereinafter mentioned, 
the relatives being entitled thereto in the 
following order: 1—The Surviving Wife: 2— 
The Children; 3—The Father or Mother; 4— 
The Brothers and Sisters; 5—The Grandechil- 
dren; 6—The Next of Kin. Administration 
may granted to one or more competent 
although not otherwise entitled to 
the same, at the written request of the per- 
son entitled to the same. If none of the said 
relatives or- guardians will accept, then the 
creditors shall be entitled to letters. The 
competence of the administrator like that of 
the executor is passed upon by the court ac- 


be 


persons, 


cording to the rules governing the same. 
Before letters testamentary or of adminis- 
tration are granted, the executor or adminis- 
trator must take an oath that he will per- 
form his duties according to law. In addi- 
tion he must furnish a satisfactory bond, the 
penalty of which must be not less than twice 
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the value of the property of the estate. At 
any time either before or after the approval 
of any bond, the court may examine the 
sureties and if the bond is found to be insuffi- 
cient, it must require additional security. If 
not forthcoming, the authority of the execu- 
tor or administrator shall cease. The court 
may at any time suspend any administrator 
or executor and may revoke the letters of 
any administrator in favor of a person hav- 
ing prior right thereto who had no opportu- 
nity to apply, or of any administrator of 
the estate of a supposed intestate whose will 
was subsequently found and admitted to pro- 
bate, or for any other suffi- 
cient. 


reason deemed 


Inventory and Appraisement of Estate 

A true inventory and appraisement of all 
the estate of the decedent must be made to 
the court by the executor or administrator 
within three months after his appointment. 
Any property subsequently acquired or dis- 
covered must be reported within two months. 
The appraisers, three disinterested 
two of whom may act, are appointed by the 
court. They are entitled to reasonable com- 
pensation for their verified ac- 
count of which together with their disburse- 
ments must be filed with the inventory. They 
must take oath that they will impartially 
and honestly appraise the property exhibited 
to them and are charged with the responsi- 
bility of going each article or parcel 
of both personal and real property, setting 
forth the sum which, in their judgment may 
be collected on each. 

When a 
wife or 


persons, 


services, a 


over 


person dies, leaving a surviving 
minor children, they 
shall be entitled to remain in possession of 
the homestead and to the use of the prop- 
erty exempt from execution until otherwise 
directed by the court, and during administra- 
tion shall receive such allowance from the 
estate as the court shall deem reasonable for 
their support. Such allowance shall date 
from the death of the decedent and in case 
of insolvent shall not continue for 
longer than one year after the granting of 
letters, and must be paid in preference to 
all other charges except funeral expenses and 
costs of administration. 


husband or 


estates 


When an estate does not exceed $1,500, the 
court may, immediately upon return of the 
inventory distribute the property as follows, 
unless disposed of by will: One-half to sur- 
viving wife or husband and-one-half in equal 
shares to minor children. If there be no 
surviving wife or husband all goes to the 
children. Likewise if no children survive, all 
goes to husband or wife. 


COMPANIES 


Notice to Creditors 
If an estate exceeds $1,500, publication of 


notice to creditors must be made by the 


executor or administrator immediately after 


appointment, at least once a week for four 


successive weeks, <A time limit, varying ac- 
cording to the size of the estate is expressed 
The 
statute in this respect provides for extraordi- 


in the notice, for claims to be presented. 


nary care, to protect the estate from fraudu- 
lent or unjust claims. In 
rejected the holder thereof must bring suit 
against the administrator or executor within 
three months after its rejection if it be 
due, otherwise the shall be 
barred. Funeral expenses, family allowance 
and administration costs are considered pre- 
ferred claims after which all other debts are 
classified and care of in the order 
designated by the statute. 


ease a Claim is 


then 


claim forever 


taken 


The property of the estate may be sold by 
the executor or administrator under order of 
the court to 
conserve the 


meet necessary expenses or to 
interests of the 
Upon report of sale to the court and 
thereof, title to the property 
Like in the case of claims, the sale 
and disposition of the 
had thrown 


safeguard. 


best estate. 
said 
confirmation 
passes. 
property seems to have 
possible legal 


about it every 


When all the executors named are not ap- 
pointed by the 
pointed have full authority to act 
charge the trust required by the will. 


court, those who are ap- 
and dis- 
Where 
administrators 
will be valid if the other 
from the state or laboring under 
any legal disability, or given 
written authority from the other to act for 
both. Where there are more than two, the 
acts of the majority will be valid. He or 
they must take possession of the real and 
personal property of the estate, operating the 
same, collecting rents, profits, ete., keeping 
in repair buildings, etc., until final distribu- 
tion is accomplished. Actions for the recoy- 
ery, possession, to quiet title and all actions 
founded upon contracts may be maintained 
by and against executors and administrators. 
It is the duty of a surviving partner to con- 
tinue in possession of the property belong- 
ing to the partnership. He must settle its 
affairs without delay, making accounting to 
the executor or In the mean- 


there are two 
the acts of 


executors or 
one 
be absent 
if he has been 


administrator. 
time the interests of the estate in the same 
must be included in the inventory. He may 
be required to furnish bond and in case of 
refusal to act, any action may be maintained 
against him which the decedent could have 
maintained. 





TRUST 


SHORT TERM 


INVESTMENTS 


COMPANIES 


FOR BANKS 


Our shorts term obligations 
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than— five thousand banks in 
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Duties of Executor and Administrator 

The executor or administrator is 
able with the whole amount of the estate as 
per inventory and appraisement; he is not 
to personally profit or lose by the estate; he 
cannot purchase a claim and is not 
sible for unecollectible debts. 
penses for care and management of 
tate will be allowed, including reasonable 
attorneys fees and fees for his own services 
as provided in a definite schedule in the 
statute, except where the decedent has made 
other provision in his will for the compen- 
sation of his executor, unless the executor 
to the court in writing all claim 
to such compensation. He must account to 
the court six months after his appointment 
and thereafter at the discretion of the court 
for all of his activities. A final accounting 
must accompany the petition for final dis- 
tribution, upon approval of which the said 
distribution of the estate to all those entitled 
thereto may be made. 

Final distribution and partitioning of the 
estate involves many difficult and compli- 
cated tangles. Oftentimes the partition or 
distribution is impracticable and other means 
must be found to safeguard the interests of 


respon- 
Necessary @€X- 
the es 


renounces 


the estate. This phase of administration 
seems to be the one which most urgently de- 
mands the attention and abilities of the 
expert. It is in this field that the corporate 
trustee comes into its own and provides ways 
and means for the proper conservation of 
estates which are usually impossible to the 
individual. 

The corporate trustee is charged with the 
responsibility of building for the future. 
Emerson says, “Every species of property is 
preyed upon Sy its own enemies, as iron by 
rust; timber by rot; cloth by moths; 
sions by mould and putridity, or vermin; 
thieves; an orchard by insects; a 
planted field by weeds and inroads of cattle; 


provi- 
money by 


a stock of cattle by hunger; a road by rain 
and frost; a bridge by freshets. And who- 
ever takes these things into his possession, 
takes the charge of 
this troop of 
repair.” 


them from 
keeping them in 
AS we are committed to a program 
of conservation and the possibilities of our 
chosen field are just beginning to unfold, who 
knows but that, if our work is well and faith- 
fully done, the future will look back upon 
our labors as the dawning of a brighter day. 


defending 
enemies, or 
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“George, | believe that Cleveland Trust officer 
is right. Profits may be narrower and there’s keener 
competition, but the figures show there’s a bigger vol- 
ume of business being done than last year. Yes, sir, 
this is prosperity—and Cleveland seems to be getting 
more than its share.” 














WHY PEOPLE PROCRASTINATE IN MAKING WILLS 


VISUALIZING PROTECTION THROUGH LIVING TRUSTS 


ALFRED WILLIAMS ANTtE.ONY 


Chairman of Committee on Financial and Fiduciary Matters of Federated Council of the Churches of 
Christ in America 


T is surprising how few people make their 
wills seasonably. An investigation of pro- 


bate court records of 


Minneapolis over a 
period of years recently showed that seventy- 
one out of every 100 estates 
tered without wills- 
deferred too long. 


were adminis- 
the decedent had simply 
The experience of lawyers 
and court officers proves that practically the 
same proportion of negligence prevails in 
other parts of the country. 

Most 
a will 


reasons for deferring the drafting of 
are without 
are the following: 


good grounds. Among 


them 

1. A superstitious fear lest the making of 
a will may hasten death. 

2. Mental inertia and laziness, which hes- 
itates to think out the details of distribution 
and apportionment with a fair 
what is equitable and just. 

3. <A sense of inadequacy or incompetency 
to plan for the future, and a shrinking from 
the giving of 
friends 


regard to 


confidence to a 
competent to advise. 
4. The expectation that a little later the 
mind will be “better made up.” 
5. The dread of 
competent legal 
6. Sheer 
which may 
tivities. 
Almost 


lawyer or to 


expense in 
advice. 


paying for 


hesitation 
be the 


and 
bane of 


procrastination, 
any person’s ac- 
everyone is convinced of the wis- 
dom of every other man’s preparing season- 
ably for the the 
future! 


unforeseen exigencies of 


Reasons for Making a Will 

1. The very of thinking through 
one’s property and what to do with it, helps 
one to evaluate his estate and put it into 
better condition. It becomes a housecleaning 
and purifying process. 

2. The making of one’s will once assists 
one in making a better will later. It is a 
reasonable view to take to regard the first 
will made, not as a finality, rigidly fixed for 
all time, but as an instrument which, if un- 
satisfactory, may at any time be easily 
changed. It may be modified by codicils; it 
may be re-written and materially altered, or 


process 


it may be wholly superseded by a superior 
document. A man need not expect to possess 
all wisdom at the outset and to make satis- 
factory and equitable arrangements on first 
endeavor. The process may properly be re- 
educational in the direction of 
wisdom and equity. 

3. Life is 
cherished 


garded as 


uncertain. ° It is 
purposes of a 


unfair to 
man’s 


the 
lifetime to 


leave these purposes unexpressed and subject 


to the sudden exigencies of disease and acci- 
dent. At any moment an 
ated by another 
of the utmost 


automobile, 
may 


oper- 


will 


person, make a 
importance. 
4. The loved ones of the 


the approved objects of a 


home circle and 
man’s best inten- 
tions have a just claim upon his thoughtful- 
and promptness at a time when he is 
in good health and undisturbed by 
of disaster. 


hess 
the shock 
Satisfaction 


the man 
making 


and contentment 
the best he can in 
the future. <A large 
measure of peace of mind follows the writing 
of a will. 


come to 


who has done 


provision for 


Turning to Advisers 

When a man is in perplexity and uncertain 
aus to the persons and the objects which he 
should assist, then he turn to his best 
advisers. are usually to be 
found among responsible bankers, reputable 
lawyers, broad-minded leaders in the church 
ind other organizations, 
trusted citizens, 


may 


Good advisers 


prominent 
every 
friends of 


and 
community 
long stand- 


such as 
possesses, and tested 
ing. 

And for the final phrasing of the document 
itself a competent lawyer should be em- 
ployed. A lawyer will frequently save all 
the costs many times over through his knowl- 
edge of the laws of entail, probate and taxa- 
tion, which are in force not only in the 
state of the testator’s residence, but also in 
other states in which the testator may have 
title involved in real estate, through mort- 
gages and bond securities, or by stock owner- 
ship in companies which are located, or op- 


erate, in these states. 
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COMPANIES 


Ample resources, world-wide connec- 


tions, and nearly a century’s experi- 


ence combine to make this bank an 
unusually desirable correspondent. 


Your New England Business 


ORIGINAL CHARTER 
is2a 


Is Invited 


THE 


ATLANTIC NATIONAL BANK 


OF BOSTON 
Resources $125,000,000 


A will 


soon as it 


becomes an law as 


Surro- 


expression of 
has been allowed by the 
gate, or Probate, Court. It then becomes as 
binding upon all and 
therein named, provided it be legally drawn, 
as though it had been formulated by a state 
legislature or the United 
States. 

Every testator becomes a lawmaker, and 
the courts, after his death, set themselves 
to determining and executing his will as he 
has written it. 

The Living Trust 

And yet for some people there is a better 
way which may be used along with the mak- 
ing of a will. -Those who have means to 
spare should give, while living, and if they 
purpose to have benefits operative after their 
death they may set up living trusts which 
will continue as they may prescribe indefi- 
nitely into the future. A man may set up a 
living trust, the entire income of which he 
himself will receive while living, which then, 
after his death, will become operative for 
the benefit of other persons and objects, 

Provisions made while living, whether im- 
mediately or later operative, may be so 
drawn as to avoid the uncertainties and the 
possibilities of litigation. They may also be 


persons possessions 


Congress of the 


freed from inheritance 
for administration. 
is for 


taxes and deductions 
Probably the best way 
write a will and then, 
for those who are able and who so choose, to 
make living harmony with 
and supplemental to provisions contained in 
the will. A great 


everyone to 
dispositions in 


measure of satisfaction, as 
a wise steward of earthly possessions, comes 
to the man who has “set 
by foreseeing, as clearly as he may be able, 
future and by making provisions for 
them through his written will and testament 
and through his gifts 
trusts, 


his house in order’ 
needs 


personal and living 


The Central Union Trust Company of New 
York has been appointed successor trustee 
for an issue of $205,000 first mortgage 5% 
per cent gold bonds due July 1, 1941, of the 
Peoples Utilities Indiana Corporation. 

Chatham Phenix National Bank and Trust 
Company of New York has been appointed 
transfer agent of 50,000 shares of Class A 
participating preferred stock, par value $25; 
and 50,000 shares of common capital stock, 
par value $5, of the Economical Drug Com- 
pany. 

General Motors Acceptance Corporation 
has received authority to open and maintain 
a branch office in the city of Berlin, Germany. 
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Empire 
Bonds 


Give Guaranteed Safety 
and Pay 6% 


GC. Every Empire issue is created upon 
this set of fixed standards: 


— Guaranteed by one or more strong surety 
companies. 


— Legal for trust funds. 


— Independently trusteed by a large bank or trust 
company. 


— Secured by a closed first mortgage on income- 
earning real estate in leading American cities. 


— Yield 6% 


Make these strict requirements 
your own investment standard. 


Empire Bond & Mortgage Corporation 
National City Building, 42nd St. at Madison Ave., N.Y. 
5 a a cc BE A IES ala 


CONCENTRATING ON TRUST 
SALESMANSHIP 

The Financial Advertisers’ Association re- 
ports a gratifying response to invitations for 
membership in the newly organized trust 
development division which was established 
at the last annual convention. The purpose 
of this division is to concentrate efforts on 
improved and most effective methods in trust 
department development and salesmanship. 
Through headquarters the members of the di- 
vision will have at their command the best 
literature and there will be free interchange 
of experience and practice. 

This new division is of special value to 
all those who are employed by trust compa- 
nies and banks to solicit trust business. In- 
dividual membership costs $10 per annum, 
a nominal sum considering the tangible ad- 
vantages obtained. 


W. F. Keyser, chairman of the Insurance 
Committee of the American Bankers Associa- 
tion, announces that a sub-committee has 
been appointed to draft a model form of 
blanket bond in harmony with the law of 
the various states and suitable for copyright 
by the association. 
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HIS advertisement will appear 
during July in the Saturday 
Evening Post, Literary Digest, Life, 
Time, New Yorker, Vogue, Na- 
tional Geographic, Harpers, At- 
lanticMonthly, ReviewofReviews, 
Asia, Travel, Country Life, Amer- 
ican Hebrew, American Legion 
Monthly,and Army & Navy Journal. 
It will beseen by nearly 7,000,000 
families, including a large number 
of your depositors. 

For the utmost safety and con- 
venience in traveling advise your 
customers to carry A’B°A Certified 
Cheques. If they are going abroad, 
give them a complimentary copy 
of “All About Going Abroad” 
when they buy their cheques. 
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AGENTS: BANKERS TRUST COMPANY 
16 WALL ST., NEW YORK 





If You Make No Wil -» Your family will have months of 


anxiety in settling your estate 
—uncertainty of the future added to the sorrow of the already stricken 
family. Your wife or friend not versed in fiduciary and probate practice 
will certainly face a problem in administering your estate—Your children 


whose rearing and education may be in danger, their future doubtful, and 
always the chance of investment losses—Are YOU willing to take these risks? 


If You Make A Will ~ rains 2 tox: company as exec 


utor and trustee will be a final 
expression of your thoughtfulness for your family. It will be a light that 
brightens the clear, straight road to the future and, so far as you have made it 
possible during your lifetime, monetary fears and anxieties will not disturb 
them. The future of your children will be assured. This is the true meaning 
of a will expertly drawn by your attorney and ably administered by a trust 
company. Is this not worth a few moments of thought and a stroke of a pen? 


If you would know 


ain ££) KRIDELITY 


services of this com- 


panyusendforbook gS TRUST COMPANY 
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We offer proofs and 
mats of this and other 
trust ads for the use 
of Trust Departments. 


P : Address: 
a 
J : Fidelity Trust Co., 
S 147 W. Congress St., 
a - é At ~N Detroit, Mich. 
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CONFESSIONS OF A LAWYER UPON ASSUMING ROLE 
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OF TRUST OFFICER 


WHAT EXPERIENCE HAS SHOWN IN OPERATING TRUST DEPARTMENT 
IN A SMALL CITY 


WILLIAM H. HAMMOND 
Trust Officer, Bank of Oregon City, Oregon 


(Eprror’s Nore: A due sense 


of responsibility and proper regard for experience in 


conducting and developing trust department operations, are the prime prerequisites for 


the embryo trust officer, according to Mr. 


Hammond, 


who entered upon his duties in a 


small city bank with due appreciation of his shortcomings but also with an earnest de- 


termination to qualify for his new duties.) 


HE business of being a trust officer 
is a profession of as high an order as 
an attorney-at-law. It is subject to 

as strict an ethical code as that adopted by 

any Bar association. I believe that a trust 
officer is made. That while an 
actual, practical working knowledge of the 
law is of great benefit in the development of 
the profession of a trust officer, this 
not mean that every lawyer would be a good 
trust officer. While a knowledge of the 
law is necessary, the desire to read 
study, and a well developed bump of 
common business sense, are each of 
importance. Furthermore, a_ trust 

like Czesar’s wife, must be above suspicion. 


born, not 


does 


and 
s<ood 
equal 
officer, 


Sources of Trust Information 

In my over fifteen years of experience as 
a lawyer, I thought I had learned something 
about trusts. I knew about the cy pres 
doctrine, the law against perpetuities, the 
making and probating of wills. Knowledge 
of this character might be of benefit in help- 
ing me avoid some of the pitfalls, but what 
did I know about the actual workings of a 
trust company? I looked through my law 
library and the other law libraries in our 
home town. My first real start came when 
I inquired at the public library in the city 
of Portland. There, in a small aleove among 
other works I found a copy of The Modern 
Trust Company by Franklin B. Kirkbride, 
et al. I obtained a copy of this from our 
State Library at Salem and read it. In that 
same alcove I found Trust CoMPANIES Maga- 
zine which I subscribed for, and which is 
a constant inspiration. One of the best books 
I have found in studying this subject is 
trust company law by John H. Sears. The 


book is not too technical. It points out the 
rights and liabilities, the advantages and re- 
sponsibilities of corporate trusteeship. From 
this book a new trust department will find 
many of the implications, constructive addi- 
and implied limitations accompanying 
the activities of trust company business. 


tions 


Exchange of Practical Experience 

This thought then began to erystallize in 
my mind: “When lawyer wrong 
in a community every lawyer suffers.” The 
days of pioneering, when each man was for 
himself, have passed away and we can no 
stand alone. While the trust com 
pany business in the State of Oregon is still 
in its infancy, all trust companies stand or 
fall together. Weak and outlaw trust com- 
panies profit from the confidence placed in 
high-class trust companies. By the 
token when one trust company falls 
the standard which every trust company 
should maintain, every trust company suffers. 
Therefore, the other trust companies who 
have learned from experience, should be will- 
ing to pass their experience on to us, so 
that by helping keep our standards high, 
they too may profit. 


one 


goes 


longer 


Sam? 
below 


With this in mind, I went to some of the 
trust companies in Portland, Los Angeles and 
San Francisco and found their officers ready 
and willing to aid me, first, because they 
knew the officers of the institution I repre- 
sented, and second, for that larger and bet- 
ter reason, they were interested in main- 
taining a standard. By their generous aid I 
was able to gather a quantity of forms, with 
comments as to their usefulness. 


Building Up Accountancy. System 


When the accounting end of our institu- 
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We solicit your 
referred business. 


Capital and Surplus 
over $600,000.00 


Title and Trust 
COMPANY 


TITLE AND TRUST BUILDING ~ PORTLAND 
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tion asked me what books I wanted for the 
purpose of keeping records and accounts, I 
had something to lay before them. In these 
various trust departments which I visited I 
found forms in varying size. We 
adopted a system where practically all the 
forms are of uniform size, and all fit the 
same loose leaf binder. This enabled us to 
use only one binder. Each trust is separated 
by a leaf having a celluloid tab, showing 
the name and number of the trust. This 
enabled us to start with a system built on 
the experience of some of the oldest trust 
companies on the coast, at a minimum cost, 
and we believe it is a system that will ex- 
pand to meet our needs. Our papers are all 
kept flat in a vertical filing cabinet of legal 
size. This time in one item alone 
of doing away with the necessity of folding 
and unfolding papers. As so many trust pa- 
pers are of legal size, to wit: 8% x 13—a 
vertical file of a smaller size will not answer. 
It should not be necessary to add that a 
trust department is first, last and all the 
time, a matter of written records, more writ- 
ten records, most (carefully kept) written 
records. 


books of 


Saves 


I have had many experiences which show 
that a long form has a tendency to drive 
business away. A comment of a Scotchman 


about a will which was drawn making our 


bank his executor and trustee, illustrates my 
point. He said, “The will is all right, but 
I am sure it has too many words.” On the 
other hand a desire for brevity may lead to 


the edge of a lawsuit. 


Trust Department Advertising 
I believe in advertising, but even my lim- 
ited experience in the trust 
shown that various forms of advertising do 
not always bring the expected result. After 
one has spent space 


business has 


money for newspaper 
advising the public to “have your own law- 
yer draw your will,” and after one has 
mailed to each attorney more than one letter 
pointing out the fact that a lawyer who 
brings business to the trust department will 
be retained to carry out the legal end of that 
trust startling to find that a 
brother attorney is “flabbergasted” when his 


business, it is 


clients come back to him, to have him draw 
papers in that your institution may 
be appointed administrator, “flabbergasted,” 
and I am using his word, because he thought 
the bank’s attorney would keep the business. 


order 


Our best advertising is the cooperation the 
officers and employees of our bank give, and 
our satisfied customers. I that 
a Notice to Creditors, or a Notice of Final 
Settlement that we are actually 
probating an estate, is worth far more than 
numerous well worded ads which tell of our 
The fact that 
a competitor is doing the same kind of busi- 
ness is also a good advertisement. 

I believe that two or three well 
trust companies in a 
one, and are an asset 


have found 


showing 


ability to probate an estate. 


managed 
better than 
to each other from the 
standpoint of educating the people to see the 
desirability of trust 


town are 


business. 
o & & 
ae ae 


JOHN A. KLOEPFER 

The death of John A. Kloepfer, president 
of the Liberty Bank of Buffalo, brings grief 
not only to his immediate family and asso- 
ciates but to banking circles generally. 

Mr. Kloepfer was an outstanding figure in 
the banking world and also participated ac- 
tively in civie affairs in Buffalo. From 1910 
to 1919 he was president of the Union Stock 
Yards Bank of Buffalo, and since the latter 
date he has been president of the Liberty 
Bank of Buffalo. He prominent for 
years in the activities of the New York State 
Bankers Association and the American Bank- 
ers Association, having served as treasurer 
and president of the former, and as a mem- 
ber of the executive council of the latter. 
He was a director of the Buffalo branch of 
the Federal Reserve Bank of New York, and 
had also served as treasurer of the Buffalo 
Chamber of Commerce. 


was 








IMPROVED STATUS OF BANK TAXATION IN NEW YORK 
UNDER THE NEW ROBINSON ACT 


PROVISIONS OF THE LAW AND HOW IT IS ADMINISTERED 
MARK GRAVES 


New York State Bank Commissioner 


( EpITOR’s NOTE: 


Commissioner Graves has rendered very constructive public service 


in connection with the enactment of more equitable and sound laws governing the taxation 
of banks and trust companies in New York as well as in facilitating transfer tax procedwre 


and inheritance tax solutions. 


In favoring Trust Compantes Magazine with the following 


article Commissioner Graves traces the somewhat confused course of bank tax legisiation, 


culminating in the passage of the Robinson Act last year which 


became effective on 


Varch Ist of this year and eliminates many of the burdens and injustices imposed by 


the previous “moneyed capital tar law.” 


Commissioner Graves also describes adminis- 


trative procedure, computation of income and the forms for making returns agreed UpON. ) 


HE proper and correct method of tax- 

ing banking institutions is and always 

has been a difficult question to decide. 
National banking associations are creatures, 
instrumentalities or agencies of the federal 
government. They can be taxed only in the 
way or ways outlined in congressional enact- 
ments, While any state may tax banking in- 
stitutions created under its own laws in such 
way as it sees fit so long as provisions of the 
state and federal constitution are not violat- 
ed, it is obvious that no state would elect to 
impose a greater burden on banking insti- 
tutions organized under its laws than it is 
authorized to impose upon national banking 
associations. 

At the present writing a variety of methods 
are employed in the various states of the 
union. Rhode Island taxes, under the general 
property plan, the real property and the 
tangible personal property of banking insti- 
tutions, but imposes a tax neither upon the 
shares nor the income of the institution nor 
upon the dividend income received by share- 
holders. The state of Colorado and some 
others tax banks on their real and personal 
property and shares, according to their value, 
under the. general property plan. In Rhode 
Island a minimum burden is placed on banks, 
while in Colorado and some other states a 
maximum burden is found. In between these 
two extremes banks are taxed in various 
ways in the several states of the union. 


Successive Steps in New York Tax Laws 

For many years New York taxed banking 
institutions on their real property as other 
real property was taxed, and in addition 


imposed an ad valorem tax of one per cent 
on the value of shares. This method was 
legal at the time of its inception, but as 
New York improved its tax system it be- 
came illegal. This condition first became 
evident when the Richmond decision, re- 
ported in 256 U. S. 635, was rendered, and 
was confirmed by the opinion in the Hano- 
ver National Bank reported in 23¢ 
N. Y. 345. The effect of these decisions was 
to say that so long as a state continued the 
general property tax plan and taxed all 
taxable property at a uniform rate or taxed 
“other moneyed capital” as defined in the 
Richmond decision at a rate as high or 
higher than that imposed upon the shares of 
bank stock, its method of taxing banks was 
legal, but that just as soon as a state imposed 
a lower tax on “other moneyed capital’ or 
exempted intangible personal property in- 
cluding “other moneyed capital” from its 
general property plan and imposed a tax 
only on the income therefrom, its method 
of taxing banking institutions became illegal. 


case, 


Alternatives Presented in New York 


In 1917 New York had inaugurated a 
franchise tax measured by net income, for 
manufacturing and mercantile corporations. . 
By subsequent amendments it had made this 
statute applicable to all business corpora- 
tions excluding public utilities, financial in- 
stitutions, insurance companies and a few 
other corporations not worthy of mention 
here. Again, in 1919 New York established 
a personal income tax and exempted in- 
tangible personal property in the hands of 
individuals from taxation. At that time the 








states were limited 
U. S. 





by section 5219 of the 
Revised Statutes to the taxation of 
real property of national banking associa- 
tions and the taxing of shares of stock in 
any such personal property 
against holders thereof. 


association as 
the owners or 

The taxation of shares, however, was sub- 
ject to the restriction that the tax should not 
be at a greater rate than that assessed upon 
“other moneyed capital in the hands of in- 


dividual citizens” of such states. Unless an 
amendment to section 5219 of the U. S. Re- 
vised Statutes could be obtained, New York 


was confronted with the necessity of— 


(a) Abandoning its effort to improve its 
tax system and revert to an ad valorem 
tax on intangible personal property, or so 


much of it as came within the judicial def- 
inition of “other moneyed capital,” or, 

(b) Permitting national banking 
tions and their shareholders to pay less than 
their fair portion of the tax 
burden. 


associa- 


aggregate 


Defining Other Moneyed Capital 

5219 1923, but 
the amendment did not permit the enact- 
ment of a bank tax law which would fit in 
with the general development of New York's 


Section was amended in 


tax system. Put simply, the 1923 amend- 
ment permitted the states to tax national 
banking associations on their net incomes, 
or the taxation of the shares of stock in 
such associations or the dividend income 
from such shares. The income tax plan 
was the method which appealed to New 


York, but that method was unacceptable for 
the reason that if it had been used, banking 
associations and their shareholders would 
have paid materially lower taxes than were 
being exacted of business corporations and 
their shareholders. The result was _ that 
New York re-enacted the share tax method 
and imposed a like tax on “other moneyed 
capital.” This method persented problems 
difficult of solution. 

Just what “other moneyed capital” 
Was not easy of determination and when it 
came in competition with the business of na- 
tional banking asociations was an even more 
perplexing problem. As was to be expected, 
this statute produced a vast amount of liti- 
gation, much of which is now pending. In 
the meantime, some of the other states were 
having experiences quite as unsatisfactory 
as New York’s. Massachusetts had inau- 
gurated the income tax plan by undertaking 
to impose a franchise tax on national bank- 
ing associations. The legality of the Mass- 
achusetts act was open to serious doubt. 
Finally, in 1925, largely due to the work 


was 
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of committees 
Bankers 


the 
National 
Association, Congress enacted an amendment 


American 
Tax 


representing 
Association and the 
to Section 5219 of the U. S. Revised Stat- 
utes which provided various methods of tax- 
ing national the more 
important features of which enabled the so- 
called income tax states to tax national 
banking associations and their shareholders 
on a parity with business corporations and 
their shareholders. Immediately following 
this change in the federal statute, New York 
enacted its new bank tax law—the subject 
of this article. 


banking associations, 


What the New Tax Law of New York 
Provides 
The new statute adds Articles 9-B and 9-C 
to the tax law. Article 9-B imposes a fran- 
chise tax upon state banks, trust companies 


and other domestic financial corporations, 
except savings banks, for the privilege of 


exercising their corporate franchises within 
the state and for the privilege of doing busi- 
ness within the state it imposes a like tax 
upon each foreign banker, foreign investor 
and foreign financial corporation doing busi- 
ness within the state. The tax is measured 
by the net income of the taxpayer for the 
preceding calendar year and is at the rate of 
41% per cent—that being the rate employed 
to measure the franchise tax on 
corporations taxed under Article 9-A of the 
tax law. The contains a minimum 
tax provision to the effect that no tax shall 
be less than ten dollars and not than 
one mill upon each dollar of its issued capi- 
tal stock. 


business 
statute 
less 


If the taxpayer is doing business 
both within and without the state and the 
one mill tax provision is applicable, the 
issued capital stock is apportioned and the 
tax imposed upon such portion of it as the 
gross income of the taxpayer, derived from 
business carried on within the state, 
to its gross income from business carried 
on both within and without the state. 

Article 9-C deals with national banking 
associations only. It imposes a tax at the 
same rate measured by the net incomes of 
national banking associations for the pre- 
ceding calendar year. National banking as- 
sociations are subject to no minimum tax. 
Section 5219 of the U. S. Revised Statutes 
does not authorize the state to impose a 
minimum tax. 


bears 


Computation of Income 


“Net income” is used to measure this tax. 
As is the case of other similar statutes, net 
income is a legal fiction. As in other income 


tax laws, income is first ascertained. 


gross 
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If the taxpayer is doing business both within 
and without the state, gross income is to be 
apportioned in accordance with the rules 
and regulations promulgated by the State 
Tax Commission. The usual deductions from 
gross income are allowed in computing net 
income, but if business is carried on both 
within and without the state deductions are 
to be apportioned according to the same gen- 
eral principles as control in the allocation of 
income. It is unnecessary to outline in detail 
shall be included in gross income and 
what may be claimed and allowed as deduc- 
tions. In this respect the statute follows 
closely the federal revenue act and the per- 
sonal income tax act of the State of New 
York. 

The one startling difference between these 
statutes and the one under consideration is 
that state and national banks, trust com- 
panies and other taxpayers under this sta- 
tute are required to include in gross income 
all interest income from tax exempt secu- 
rities. This is permissible in respect of na- 
tional banking asociations under Section 5219 
of the U. S. Revised Statutes. Moreover, it 
is essential to equality of taxation because 
under Article 9-A of the tax law, the State 
of New York requires business corporations 
to include in income, interest 
from tax exempt securities. 


what 


gross 


income 


Administration 

Although the revenue received under this 
new statute is wholly devoted to local uses 
and purposes—no part of it being retained 
for state use—the administration of the law 
is given to the State Tax Commission. It 
was thought that centralized administration 
of such a statute was desirable both from 
a standpoint of economy and of uniformity 
of administration. 


Returns—Tax Payments 

Returns are required to be filed with the 
State Tax Commission on or before Sep- 
tember ist in each year. Each taxpayer 
computes the tax acording to the calcula- 
tions on the return and is required to sub- 
mit with the return when it is filed, a re- 
mittance for the amount of tax disclosed 
by the return, to be due. The returns are 
to be made on blanks supplied by the State 
Tax Commission. The forms are now about 
ready for distribution. In the preparation 
of the blanks, taxpayers have been consulted. 
In the first instance, a copy of the tentative 
form was sent to each state and national 
bank and trust company for criticism and 
later a conference was held with committees 
representing the various banking associations 
and organizations. 


Continuous Mortgage 


Investors 


Specializing Since 1879 in Serving 
Life Insurance Companies 


CoDY TRUST COMPANY 


105 So. LaSalle Street 
CHICAGO 


The Tax Commission is of the opinion 
that the form ultimately agreed upon is as 
suitable for any general blank can 
be. It is within the power of the Commission 
when in its judgment cause exists” 
to extend the time for filing a return, but 
not for a longer period than three months. 
In case an extension of time is granted, 
interest is charged at the rate of 6 per cent 
per annum from the date when the return 
was originally required to be filed to the 
time of payment. The statute contains rea- 
sonably severe penalty provisions for the 
failure to file returns and make tax pay- 
ments in acordance with the statutory pro- 
visions. 


use as 


“oo0d 


Audit of Returns 

The State Tax Commission is required to 
examine, review and audit the returns filed 
with it and is authorized to assess additional 
taxes or to direct refunds if it is found that 
the tax as computed by the taxpayer was 
incorrectly stated on the return. Except in 
the case of false or fraudulent returns made 
with an intent to evade the tax, the author- 
ity of the Commission to aditional 
taxes is limited to a period of three years 
from the time the return was due or was 
made. No statute of limitations is prescribed 
in the case of false or fraudulent returns. 
Taxpayers are accorded a period of one 
year within which to ask for revision of 
their returns, the year to be computed from 
the time of the filing of the return or if 
the Tax Commission has recomputed the tax, 
then from the time of such recomputation. 
In case taxpayers are dissatisfied with the 
decisions of the Tax Commission, they may 
review the Commission’s by cer- 
tiorari. 


assess 


decisions 


Distribution of Revenue 


As has indicated, the revenue de- 
rived from the taxation of banks and other 


been 
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financial corporations is to be applied in 
reduction of local taxation. The statute 
requires the state to make the first distribu- 
tion on December 1st, 1927 and in the case 
of moneys subsequently collected, at least 
quarterly thereafter. Provision is made for 
the retention by the state of a revolving fund 
out of which refunds may be paid. This 
will make it possible for the state to act 
promptly in returning taxes to those tax- 
payers who have paid too much in the first 
instance. Counties do not participate in 
this revenue. It is payable to the cities, 
towns, villages, school or other special dis- 
tricts in which the places of business or 
principal offices of places of transacting the 
financial concerns of the taxpayers are main- 
tained. Apportionments between enumer- 
ated taxing units are made on the basis of 
aggregate assessed valuations of taxable 
property. 
Tax in Lieu of Other Taxes 

The tax so imposed is in lieu of taxes on 
the shares of stock or the personal property 
of any taxpayer taxable under either Ar- 
ticle 9-B or 9-C of the tax law, except or- 
ganization taxes, taxes imposed by the bank- 
ing law and the usual general property tax 
on the real property of the taxpayer accord- 
ing to its value as other real property is taxed. 
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At FLINT, MICHIGAN 


Ancillary Service 
in Minnesota 


STATES needing probate or 
other attention in Minnesota 
will be economically and expertly 
managed by this 38 year old 
Trust Company. Let us handle 
your Northwestern trust business 
for you. 


MINNEAPOLIS 
TRUST COMPANY 
Capital and Surplus - $2,000,000 


115 SOUTH FIFTH STREET 
MINNEAPOLIS, MINNESOTA 





Affiliated with First National Bank 
in Minneapolis 


Conclusion 


Although there is not unanimity of opinion, 
the consensus of belief is that New York 
State has solved its bank tax problem. Some 
honestly believe that for various reasons 
the banking business should be taxed higher 
or at a greater rate than other businesses. 
It is argued that because the business is so 
profitable, that because it is carried on to 
a very great extent with the funds deposited 
by depositors, that because the banking busi- 
ness is shielded from destructive competi- 
tion, those engaged in it are proper objects 
of higher tax levies. However, the sounder 
view seems to be, at least the writer so con- 
siders it, that a dollar earned in the banking 
business should not be taxed higher than a 
dollar earned in any other business, that if 
the banking business is more profitable than 
other lines of endeavor, the state will have 
more banking income tax dollars to tax and 
that if the banking business pays a greater 
rate of return over a period of years on money 
invested in that industry, capital will ulti- 
mately be attracted to it in such large 
amounts that the rate of return will be 
brought down to the level of the rate of re- 
turn in other businesses. That result will be 
obtained in the working out of a natural eco- 
nomic law. 

























LIFE INSURANCE UNDERWRITERS ESTABLISH TRUST 
SERVICE DEPARTMENT 


ANOTHER FORWARD STEP IN FACILITATING THE CLOSING OF LIFE 
INSURANCE TRUST AGREEMENTS 


HERMAN MOSS 
General Agent of the Equitable Life Assurance Society at Cleveland 


(Epiror’s NOTE: 


It will doubtless be a matter of general interest to trust officers 


and life insurance underwriters who are actively developing life insurance trust business 
to learn of the progressive step taken by a Cleveland agency in establishing a trust service 
department to aid underwriters in discussing estate problems and closing insurance trust 


agreements. 


NE of the principal reasons why more 

life insurance trusts are not actually 

closed is that life underwriters 
often are not versed in the 
lems of estate management and trust 
ice. Obviously the writing of straight life 
insurance and of life insurance trusts pre- 
sent quite different problems and methods of 
approach. As a direct approach to this situ- 
ation we have established in our Cleveland 
agency of the Equitable Life Assurance So- 
ciety of the United States what we call a 
trust department to under- 
writers in discussion of insurance trust ad- 
vantages and the methods of creating and con- 
serving estates through such instrumentality. 
This is a practical step forward, involving 
not only the recognition of the fact that un- 
derwriters should cooperate with trust com- 
panies, but is an offer to them of practical 
assistance. 

The letter to Cleveland bankers announc- 
ing the formation of this department has 
brought unanimously enthusiastic and com- 
mendatory letters to me in return. It might 
be of interest to quote from a letter written 
by the vice-president in charge of the estates 
department of one of Cleveland’s large trust 
companies. This banker says in part: 


very prob- 


serv- 


service assist 


“It is with very great pleasure that I have 
received this morning the formal announce- 
ment that you have created a trust service 
department for the Equitable Life Assurance 
agency here in the Cleveland district. This 
places your agency far ahead of all others 
in this part of the country so far as trust 
company cooperation is concerned. This def- 
inite and active endorsement of the plan 
places you and your agency among the lead- 


Mr. Moss is a member of the Life Insurance Trust Committee of the Cleve- 
land Chamber of Commerce which sponsored the “Your Money and Your Life” 
trust campaign, and is also a director of the Union 


insurance 
Trust Company of Cleveland.) 


ers in a movement which I firmly believe has 
only scratched the surface of possibilities 
for the underwriter and the trust company.” 

Experience in a reasonably large number 
of underwriting cases involving trust com- 
panies as trustee has shown that as the life 
insurance underwriter is the active solicitor 
of life insurance, and as adequate 
plans in the shape of wills and 
trusts are necessary in 


estate 
insurance 
most of the bigger 
cases in order to determine accurately how 
much life insurance should be bought, when 
it should be bought, how it should be bought, 
and on what plan it should be bought, it is 
reasonable that the life underwriter should 
act as the guide in all the steps taken to cre- 
ate and conserve the client’s estate: e.g. 
the selling of the life insurance and the 
preparation of wills and trusts to dispose of 
it, together with the of the estate. 

And here is where most life insurance men 
run into trouble. They go out to sell life 
insurance, They bring into the conversation 
the life insurance trust. They are then 
forced to defend it. They are forced to 
answer questions about it. Their answers 
lack authority and are not satisfactory to 
the prospect. The consequent reaction of 
the prospect is that if the underwriter doesn’t 
know any more than that about trusts, he 
can't know very much about life insurance. 
Consequently the life insurance production 
of this agent drops. 


balance 


It is a fact admitted by a great many un- 
derwriters and general agents who have had 


actual experience in this cooperation busi- 
ness that on the part of many underwriters 
there is a reaction against the of the 
life insurance trust as a Under- 


use 
sales tool. 
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frokr 27 years, the Utica Trust 

& Deposit Company has con- 
stantly aided in the development 
of the great industrial empire of 
upstate New York. 
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This Company Knows 
The Mohawk Valley 


Naturally this company is 
equipped to give other banks 
having business in the Mohawk 
Valley an intelligent correspon- 
dent service based on first-hand 
knowledge of conditions. 
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writing authorities are of the opinion that a 
life underwriter who expects to sell more 
life insurance by means of using the life in- 
surance trust in his canvass must be a very 
thorough student of estate problems. 

So the problem seemed to be one that must 
be solved by the agency instead of by the 
individual agent. The answer to it was to 
create the trust service department to place 
at the disposal of agents on their larger 
cases the service of a specialist in this par- 
ticular work. At the present time, agents 
who have prospects or policyholders who 
need the services of a trust company, and 
where a life insurance trust can be used as 
a tool to induce’ the prospect to open up 
and discuss his affairs, bring these men in to 
the agency to meet the manager of our trust 
service department. 

At this interview, a folder is started with 
information covering the man’s family status, 
his financial status and his present insurance. 
The client indicates what trust company he 
would like to deal with, and by what attorney 
he wishes to have the trust deed drawn. 
An appointment with a medical examiner is 
arranged and the client is through until the 
next conference. This meeting finds his 
folder somewhat larger. <A _ testamentary 
trust or will, and a life insurance trust, pre- 




















pared by counsel from information and sug- 
gestions furnished by the trust service de- 
partment are in the folder. These papers 
have already been submitted by the depart- 
ment to the trust company named in them 
and have been approved or corrected if neces- 
sary. Then there are life insurance contracts 
that have been brought forward on approval, 
and a schedule and analysis of the client’s 
present insurance. 


Conference With Trust Officers 

With all of this at hand, a conference is 
had between the client, the agent and the 
head of our trust service department with 
all the cards face up on the table. Some- 
times the client’s attorney or a representative 
of the trust department may be brought in. 
At any rate, the client’s affairs are discussed 
in detail and an estate and insurance program 
are devised that are acceptable to him. From 
then on, it is simply a matter of arranging 
the details. The trust company takes charge 
of the life insurance policies, completing the 
schedule and changing the beneficiaries. The 
trust deed is revised in accordance with the 
suggestions made at this conference and is 
signed at the trust company. The new in- 
surance policies are returned to the home 
office for redating and any other changes 








that may be desired, and are then turned 
over to the trust company with the trustee 
designated on the face of the contract as 
the beneficiary. The client receives his copy 
of his insurance abstract and analysis from 
the agent in the case. 

The experience of underwriters who have 
been using the insurance trust method of 
working for a number of years, and may 
be said to be reasonably expert in its use, 
is that while it is much harder to close up 
insurance trust cases than the ordinary type 
of cases, the by-products are very much to 
be desired. The client’s repeat business is 
better than the average. Clients are very 
willing to recommend the underwriters to 
their friends. They usually are unwilling 
to change underwriters except for exceptional 
reasons. For the trust companies, this plan 
has the advantage of saving the time of the 
important officers for the closing of live deals. 

oe & 

John A. Reynolds, in charge of the new 
business division of the Union Trust Com- 
pany of Detroit, announces the addition of 
Miss Bessie M. Seely of Syracuse, N. Y. as 
a member of the organization. Miss Seely 
will give her entire time and effort to the 
service of the women clients of the Union 
Trust Company, 






THIRD MID-CONTINENT FIDUCIARY 
CONFERENCE 

Bankers and trust company officials of 
Minneapolis and St. Paul will be hosts to 
fiduciary officials from nineteen other states 
on September 1st, 2d and 3d, the dates set 
for the third Mid-Continent Fiduciary Con- 
ference of the American Bankers Association. 

The conference is to be a Twin City meet- 
ing, and the general committee in charge of 
arrangements will be composed equally of 
Minneapolis and St. Paul bank and trust 
company Officials. 

Charles V. Smith, vice-president and trust 
officer of the Minnesota Loan & Trust Com- 
pany of Minneapolis, has been elected gen- 
eral chairman of the convention committee. 


Banks and trust companies of Erie, Pa., 
have agreed, under Clearing House auspices, 
to conform to a service charge of 50 cents on 
all new checking accounts where balances 
are below $100. 

The legislatures of Michigan and Minne- 
sota have enacted laws making public utility 
securities legal investment for savings and 
trust funds. 

The Lock Haven Trust Company and Safe 
Deposit Company of Lock Haven, Pa., has 
absorbed the Mill Hall Bank. 
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When you are handling 

an estate that involves 

California property 
The oldest Trust Com- 
pany in the West will 


be glad to serve you. 
Correspond directly with 



























































Trust Department 


Wells Fargo Bank 
Union Trust Co. 


Market at Montgomery 
Union Trust Office: Market St, at Grant Av. 


SAN FRANCISCO 






































































































































CHARLES V. SMITH 


Vice-president and Trust Officer, Minnesota Loan & Trust 
Co., who has been elected General Committee Chairman 
for Mid-Continent Fiduciary Conference 











































































































































































LOS ANGELES, CALIFORNIA 


California Trust 
Company 
629 SO. SPRING STREET 


“The Trust Company of the 
California Bank Group” 


Prompt, reliable service 
given to those requiring 
fiduciary or Trust facilities 
in this vicinity. 






Exclusively Trust Service, both 
Personal and Corporate 


Owned by 


CALIFORNIA BANK 


which with its affiliated banks has 
combined resources of over 


$117,000,000.00 


BANK’S RIGHTS IN REAL ESTATE 
By the common law a corporation could 


hold and dispose of real property for any 
purpose not inconsistent with the object of 
its creation. By general or special statute a 
broader restriction has often been placed on 
corporations. Generally, their right to ac- 
quire and hold real estate is determined by 
their charters or by legislative enactment. 
A national bank, for instance, is permitted 
to hold real estate for its banking house. It 
may acquire real estate in the discharge of 
a debt, but, whenever this happens, it must 
sell the land at the end of five years by auc- 
tion, unless it is fortunate in selling sooner 
by private sale. In other words, a bank is 
not chartered to deal in real estate, and the 
law will not permit the association to de- 
part from the real object of its creation. In 
like manner, a railroad company, though pos- 
sessing special rights to acquire land or an 
interest therein for the purpose of building 
its tracks, stations and offices, cannot pur- 
chase real estate with the same freedom as 
an individual. It could not, for example, 
invest its surplus in real estate as absolute 
owner, with the view solely to a future profit- 
able sale. Very likely railroads and other 
corporations transgress to some extent this 
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New Orleans 
XXVII 


Industrial Canal 


A five-mile $20,000,000 canal in- 
side the city limits connects Lake 
Pontchartrain with the Mississippi 
River and provides deep water front- 
age for the unlimited growth of in- 
dustrial units. 

The development already consists 
of great plants employing millions 
of capital and manufacturing a va- 
riety of staples including cement, 
steel, twine, roofing and bagging. 


Hibernia Bank & Trust Co. 
New Orleans, U.S. A. 


provision of their charters. Their transgres- 
sions, however, do not change the law. 





OFFICERS NEW YORK CHAPTER, 
As ts Be 

Nelson M. McKernan of the American Ex- 
change Irving Trust Company has been elect- 
ed president of the New York Chapter, Amer- 
ican Institute of Banking. Other officers 
elected are: Walter M. Monsees, Farmers 
Loan and Trust Company, first vice-presi- 
dent; Clifford L. Lundgren, Chase National 
Bank, second vice-president; Payson G. 
Gates, Bankers Trust Company, treasurer, 
and Mortimore F. Hill of the Equitable Trust 
Company, chief counsel. 


The Spokane and Eastern Trust Company 
of Spokane, Wash., reports resources of $11,- 
454,681; deposits $10,145,258; capital $1,000,- 
000, surplus and undivided profits $309,423. 

Rogers E. Brooks, cashier of the Hopewell 
branch of the Richmond Trust Company of 
Richmond, Va., has been elected a vice-presi- 
dent. 

Kenneth H. McQueen has been elected 
president of the Merchant’s Trust Company 
of Red Bank, N. J. 























CHALLENGE TO THE WALL STREET JOURNAL 


REPLY TO UNWARRANTED ATTACK ON CORPORATE TRUSTEESHIP 


E. J. REILLY, Jr. 
Trust Officer, National Bank of New Jersey, New Brunswick, N. J. 


(Eprror’s Nore: 


The trust companies have properly criticized severely an editorial 


which recently appeared in the “Wall Street Journal.” The following article by Mr. Reilly 
is not only a fair indictment of the editorial but is also an excellent contribution on some 
of the general points of law and fact observed by trust companies in their careful and 


conscientious administration of estates.) 


Y attention has just been called to 

an editorial in the Wall Street Jour- 

nal of July 8, 1927 entitled “In and 
Out.” There are several statements in the 
editorial which corporate fiduciaries must 
challenge and which I am confident the edi- 
tor would also question upon sober and fair- 
minded reflection. 

The writer in the Journal cites the case of 
a widow whose husband left her a consider- 
able holding of common stock of Allied 
Chemical & Dye Corporation in 1924 when 
the market price was below 70. The trust 
company jointly handling the account recom- 
mended the sale of the stock at that time 
and has repeated the recommendation fre- 
quently since, while the stock in question 
advanced to 1474. 

The editor not take the trouble to 
point out the following facts which are cer- 
tainly pertinent to a fair-minded inquiry 
into the bona fides of the trust company 
which is so scathingly denounced in the last 
paragraphs: 

(1) It is generally recognized by invest- 
ment specialists that high-grade bonds and 
an assured satisfactory income are more de- 
sirable than stocks for the investment of 
widows’ and orphans’ funds since they are 
less susceptible to fluctuation and the like- 
lihood of possible loss to principal is cer- 
tainly more remote. 


does 


(2) The stock in question when selling at 
70 was on a yield basis of about 5.71. At 
that time many high-grade investment bonds 
and even legal investments for trust funds 
could be purchased on a much higher yield 
basis, giving concededly greater safety and 
higher income return. 

(3) When a fiduciary receives securities 
which are not conditioned as legal invest- 
ments for trust funds, its duty is to dispose 
of them in the exercise of a sound business 


judgment. This is sound law although not 
universal. See Perry on Trusts, (460, 461, 
465); American and English Encyclopedia of 
Law (454); Babbitt vs. Fidelity Trust Com- 
pany (72 N. J. E. 745); Adair vs. Brimmer 
(74 N. Y. 539). In one of the leading cases 
a trustee sold certain stock from 1899-1901 
at $360 per share and in 1903 and 1904 was 
forced, because of market conditions, to take 
$200 per share for the same stock. The 
court held the fiduciary absolutely respon- 
sible for the whole of this loss, for not sell- 
ing earlier when it could 
ously. 


have advantage- 


Considering that, the case referred to by 
the editor of the Wall Street Journal, was a 
trustee holding an unseasoned common stock 


whose cumulative net earnings of the pre- 
vious four showed that the common 
dividend had been earned by a scant margin 
of 25 per cent, that general principle of 
sound investment practice dictated a switch 
to a type of security more fundamentally 
sound, that such securities could be secured 
in the open market on a more attractive 
yield basis than the stock held and that the 
fiduciary’s plain duty under the law was to 
dispose of the stock in the exercise of a 
sound business judgment, it seems difficult 
to indict the trust company for bad faith 
particularly in the following language of the 
editorial : 

“It is most desirable that trust companies 
should show a sound financial position with 
a large surplus and substantial profits. There 
is, however, what might be called a decency 
point. The instruction to ‘get them in and 
get them out,’ and to do it as often as pos- 
sible, seems to the outside observer to have 
some ethical aspects to which the directors 
of the trust company have hardly 
sufficient attention. 

“If an estate of this kind requires con- 


years 


given 
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stant change of investment, say about as 
often as the trust company has a batch of 
bonds of which it wishes to dispose, then it 
is high time for a change of trustees. Of 
course there is commission, more exactly two 
commissions, when these changes are made, 
while a neat little profit, with no risks, adds 
up nicely in the trust company’s year’s trans- 
actions. There is no need for the 
to allow the account to go to sleep. There 
is no danger in that respect, but the com- 
pany need not regard its trusteeships as a 
pleasant stable full of milking cows. Ex- 
amples could be multiplied, but one ought to 
be sufficient. There are better ways than 
this to relieve a somewhat congested bond 
market.” 


trustee 


In the light of the facts available such 
utterances are certainly unwarranted. It is 
also unwarranted to cite “The instruction” 
to “get them in and get them out” and “to do 
it as often as possible’—‘“say about as 
often as the trust company has a batch of 
bonds of which it wishes to dispose’—“The 
company need not regard its trusteeships as 
a pleasant stable full of milking cows’— 
“There are better ways than this to relieve 
a somewhat congested bond market.” 

Every corporate fiduciary in the country 
should be up in arms at such baseless utter- 
ances. The editor could easily have secured 
comprehensive figures on the service of cor- 
porate fiduciaries and the results of their 
investments from the manager of the Trust 
Company Division of the American Bankers 
Association and from the corporate  fidu- 
ciaries themselves. It is the law that a 
fiduciary may not take any profit, either 
direct or indirect, from the management of 
trust funds other than the compensation set 
by law. From my own knowledge based 
upon experience with two of the largest trust 
companies in New York and broad acquaint- 
ance with fiduciary executives throughout the 
country, I know that in the vast majority 
of cases no profit is taken by the fiduciary 
on account of securities purchased for its 
trust accounts. In my own institution it is 
our uniform practice to not only charge no 
commission on investments purchased but to 
pass on to the trust account the full benefit 
of occasional one-eighth and one-quarter con- 
cessions allowed us as dealers in securities. 
Our own practice is not unusual and unques- 
tionably governs the practice of hundreds of 
corporate fiduciaries throughout the country. 
Any other practice would be exceedingly 
shortsighted and calculated to drive business 
away rather than attract it. 

It may be of interest to the editorial writer 


to read the following from the Office Rules 
and Regulations of one of New York’s very 
largest trust companies, one which, by the 
way, has a highly developed investment de- 
partment furnishing exceptional service to 
the clients of the institution: 

“Under no circumstances shall this policy 
which is as old as the bank itself be deviated 
from: namely, securities in which we are 
interested shall not be sold to our trust 
funds, but must be purchased in the open 
market and under no circumstances shall any 
commission be charged.” 

I happen to know personally of other large 
New York fiduciaries having and enforcing 
similar rules. 

If the facts are as the editor states them 
to be—that the trust company regards its 
trusteeships as a pleasant stable full of milk- 
ing cows—why is it that real estate mort- 
gages, government and municipal 
bonds, which rarely are included in batches 
of bonds to be disposed of, make up 86.2 per 
cent of all corporate fiduciary investments 
where no discretion is allowed and 78.6 per 
cent in trusts where investments are discre- 
tionary? While the whole field of railroad. 
public utility and industrial securities, bank 
and insurance stocks, foreign bonds, invest- 
ment trust certificates and savings deposits 
make up a scant 13.8 per cent of investments 
in non-discretionary trusts and 21.4 per cent 
in discretionary trusts?* 

The Wall Street Journal is noted for its 
precept of “The Truth in Its Proper Use” 
and I trust shall ever be held in high regard 
for its unswerving fidelity to that sterling 
fundamental principle. It will, I feel cer- 
tain, maintain its deservedly high standing 
by amplifying its doctrine on the facts under 
discussion so as to make clear all of the 
facts concerning the operations of corporate 
fiduciaries as such operations are being han- 
dled today by our institutions as a whole. 
The real damage of inadequate discussions 
does not fall upon the fiduciaries, but upon 
the loved ones of those whose opinions are 
formulated from such inadequate informa- 
tion and who, bewildered or antagonized 
thereby, fail to protect their families through 
the service of the Greatest Father in the 
World—the modern corporate fiduciary. 


bonds, 


*(From statistics compiled by James G. 
Smith, instructor in charge of Statistics, 
Princeton University. ) 

> & 

The Prospect Trust Company of Maple- 
wood, N. J., recently opened for business at 
Prospect street and Springfield avenue. 
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IN SAN FRANCISCO 


Crocker First Federal Trust Company 


Identical in ownership with 


Crocker First National Bank 


of San Francisco 


Through its wide experience, is fully qualified to act as Transfer Agent, 
Registrar, Ancillary Administrator, or in any other fiduciary capacity. 


NEW HOME FOR NEW YORK CHAPTER, A. I. B. IN GRAYBAR 
BUILDING 


The New York Chapter, American Insti- 
tute of Banking, is finally to be relieved from 
the congestion and ill-ventilated quarters in 
which executive affairs and crowded classes 
have been conducted at 15 West Thirty-sev- 
enth street. New quarters, modern and with 
every required convenience, have been ob- 
tained in the Graybar Building at Lexington 
avenue and Forty-third street, which is near- 


New Graybar Building at Lexington avenue 
and 43d street, which will quarter the new 
Grand Central Zone branch of the Chase Na- 
tional Bank and also house the New York 
Chapter of the American Institute of Banking. 


ing completion and the lower floors of which 
will be occupied by the new branch of the 
Chase National Bank. 

New quarters for the New York Chapter 
were badly needed 
in membership 
student 


growth 
enrollment of 
various educational 
While the more spacious and mod- 
ern quarters in the Graybar Building will 
provide adequate facilities for some time to 
come, it is nevertheless to be hoped that the 
generous appreciation of New York bankers 
for what this organization is doing will 
prompt them to supply funds to enable the 
New York Chapter to have their own home 
and building. 

Total membership of the New York Chap- 
ter is in excess of five thousand and student 
membership 1,845, and class enrollment of 
3,257. The new quarters embrace about 31.- 
600 square feet of floor space, with provision 
for twenty class rooms, assembly room, li- 
brary, lounge and study hall. 


because of the 
and the big 
membership in 


classes. 


The Fidelity Union Trust Company of 
Newark, N. J., has recently been featuring 
in its advertising the growth and the ad- 
vantages of the port of Newark. Value of 
cargoes passing through the port last year 
amounted to $33,400,000. 

John Hoffman has become associated with 
the bond department of the Detroit Trust 
Company as traveling representative. 

A manual of instruction 
pared and distributed among employees of 
the Detroit Trust Company. 

A portrait of Secretary of the Treasury 
A. W. Mellon now hanging in the Corcoran 
Art Gallery, Washington, will soon be _ per- 
manently exhibited at the Union Trust Com- 
pany’s building in Pittsburgh. 


has been pre- 
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The Standard Trusts Company 


WINNIPEG, MANITOBA 
INVITES 
the Trust business of those domiciled or resident in the United States, as well as of all American 
Trust Companies having Estates or other assets in Canada to be administered. 
Nearly a quarter of a century in business, it was the first Trust Company to operate West 
of the Great Lakes, having its head offices there, and with a Directorate of leading men well 
versed in Western affairs, it is capable of giving unquestionably good advice to all clients and 


patrons on investments or matters fiduciary. 


THE STANDARD TRUSTS COMPANY, WINNIPEG 


Branches: SASKATOON, 





EDMONTON, LETHBRIDGE, VANCOUVER 





CROSS RECORD FILE FOR BANK CREDIT MEN 


ALEXANDER WALL 


The bank credit man has in his files a 
mass of information collected and tabulated 
largely on an individualistic basis. A com- 
mercial agency report concerning a_ single 
company name will naturally be filed under 
the name of such company. Within this re- 
port, however, there often appear references 
to affiliated, allied and precedent companies 
and individuals connected with any of these. 
Without some method of recording these in- 
ter-relations, valuable points of information 
may easily be lost sight of and forgotten. 

The newspapers and periodicals often 
make note of items of credit value concern- 
ing individuals or companies not bank cus- 
tomers but who may become bank cus- 
tomers or items that have a bearing on the 
affairs of a customer, Information of this 
kind is of real value and can be easily filed 
or noted for reference. 

Bank credit officers are frequently re- 
quested to give credit opinions on companies 
or individuals who have no direct relation 
with such officers’ banks; and it would be 
of considerable value and a great saver of 
time if their banking or trade connections 
could be easily discovered at the time of 
such inquiry. These inter-relations suggest 
the value of a cross record system which 
can be maintained without much labor. 

The basis for such a file consists in 3 x 5 
cards, because this is the standard size. It 
is suggested that in place of the standard 
eardboard or fibre card, heavy ledger paper 
be substituted. Considering the amount of 
handling such a form will stand up on this 
size sufficiently well and will make possible 
the assembly of two to four times as many 
records in a single drawer as will the stand- 
ard fibre card. 


In the reading of any commercial agency 
report listings of directors, precedent 
panies, affiliated companies, etc., should be 
noted. The name of the individual, or the 
affiliated company, should be placed at the 
top of such a 3 x 5 card and below it a 
notation of the folder under the major name, 
This means that if John Jones is a director 
of the John Doe Company, his name should 
be placed at the head of the card and below 
it the memorandum should be made “Direc- 
tor of John Doe Company.” 


com- 


If some clerk from the credit department 
spends but a short period each day in the 
clearing house department looking over the 
checks which have been deposited by custo- 
mers or which have come in through the mail 
drawn against other local banks, it will be 
possible to accumulate a record of 
and their bank This can be 
done by entering the name of the maker of 
the check at the 
ecards, indicating 
number below. 


names 
connections. 


head of one of the 3 x 5 
the clearing house bank 
If inquiry then develops on 
such a name the credit executive is put in 
possession of information as to the bank of 
deposit so that he can 
there if he so desires. 
further by making a 


begin his inquiry 
This can be carried 


record of the payee 


of the check so as to develop quite a sub- 
stantial trade reference list, 
sidered desirable. 


if this is con- 
, paaniatioabte 

The United Trust Company, capital $500,- 
000, the second largest trust company in 
Kansas, has been organized at Abilene, Kan. ; 
the Jellison Trust Company with $7,000,000 
in farm loans on its books, is consolidated 
with the new company. 














CORPORATE FIDUCIARIES AS ALLIES OF LIFE 
INSURANCE COMPANIES 


VAST GROWTH OF INSURANCE AND ITS CONSERVATION 


WINSLOW RUSSELL 
Vice President, Phoenix Mutual Life Insurance Company, Hartford, Conn. 


SSETS which grow at 

billion dollars a year make any in- 

dustry which creates them worthy 
of the serious attention of the banking fra- 
ternity: and that is the rate at which life 
insurance has been growing for the past two 
years. Not far from a million dollars a day 
was paid last year by the life insurance 
companies of this country in lump sum pay- 
ments to beneficiaries. About ten per cent 
of all claims paid by the life insurance com- 
panies in 1926 was conserved through non- 
discretionary trusts created between the in- 
sured and his life insurance company. It is 
quite likely that a considerable part of the 
other $300,000,000 paid in lump sums 
already been mis-invested. 

That this vital matter should be coming 
up for urgent discussion only now, after 
more than three-quarters of a century of 
life insurance operation, might be consid- 
ered strange. But the fact is, that from the 
very beginning life insurance men have been 
trained as creators of estates, rather than 
as conservators. Also, the public has had 
only the vaguest kind of information as to 
the functions of a trustee or the mission of 
a real counselor in matters of estate con- 
servation. 


the rate of a 


has 


Provision for Conserving Insurance Losses 

But many of the losses which have come 
in the past because of these errors are now 
about to be conserved through the bringing 
together of two natural allies, the trust offi- 
cer and banker on the one hand, and the 
life insurance counselor on the other, to the 
end that thousands of policyholders may 
more clearly understand the joint mission 
of these two great conservation forces and 
receive their aid. 

The counseling of future beneficiaries as 
to the best means of conserving their es- 
tates through life insurance is a great na- 
tional service opportunity. Trust company 
and national bank officials are entitled to 
the grateful acknowledgment of life insur- 


ance interests for having seen this opportu- 


nity even earlier than had insurance execu- 
tives, as well as for the advanced position 
they had taken so effectively in their adver- 
tising. 
Broader Advertising Appeal 

Some of us believe that through a period 
of very much broadened advertising we shall 
be able to bring about a clearer understand- 
ing on the part of those most to be benefited 
by the extension of the life insurance trust 
idea. Trust companies, banks and life in- 
surance companies will some day see the 
very great benefit to be derived for their 
clients as well as their institutions through 
the advertising columns of the daily press 
and periodicals and will jointly tell the 
fascinating story to the public. Untold mar- 
kets in the tangible field have been created 
through newspaper advertising. An almost 
untouched field may be created in life in- 
surance trusts by a similar process. 


Vast Totals of Insurance Assets 

Accumulated assets of life insurance com- 
panies have now reached the imposing sum 
of $12,850,000,000; 3.6 per cent of our total 
national wealth. But a still more impressive 
fact is that since 1880, while our national 
material wealth has increased only about 
eight times, life insurance accumulations are 
now twenty-eight times as great as in that 
year. Yearly increase of assets for each of 
the last two years has been at the rate of 
more than a billion dollars each year; the 
increase in the last five years has been 62 
per cent. 

These are vast totals, but when it is re- 
membered that in 1926 there was in force 
about $1,000 of fire insurance for each man, 
woman and child in the United States and 
only about $660 in life insurance for each 
person, the scope of our joint opportunity 
opens up to the full. For the time will come 
when the people of America will not put a 
higher dollar value on their goods and chat- 
tels than they do on their precious human 
lives. 
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CAREER OF THE UNITED STATES NATIONAL BANK OF PORT- 
LAND, OREGON, UNFOLDS ROMANCE OF DEVELOPMENT 
AND EXPANSION 


A study of the geneology of the United 
States National Bank of Portland, Ore., 
brings to light phases of 
origin and development. A succession of in- 
Stitutional marriages figures largely in the 
history of “One of the Northwest’s Great 
Today, as the United States Na- 
stands, the largest banking in- 
San Francisco and west 


some interesting 


Janks.” 
tional Bank 
stitution north of 


of Minneapolis, there flows not only the swift 


coursing energy of youth in its veins, but 
the aristocracy of age and the indomitable 
spirit of pioneer achievement. 

In 1887, or forty short 
exact, there came into being at the corner 
of Third and Oak streets, a new entity in 
the Portland world of banking. After its 
progenitor, Captain J. C. Ainsworth, it bore 
the name of Ainsworth National Bank. 
Captain Ainsworth, long prominently iden- 
tified with the development of Oregon and 
the Northwest, had taken active interest in 
the providing of transportation facilities for 
this district, and it was but natural that 
he should turn to banking as an indispen- 
sable link between production and distribu- 


years ago, to be 


tion. Five years later another financial in- 
stitution, which was to have its chosen name 
perpetuated through the years, saw the light 
of day. This was the United States National 
Bank. 

s3oth banks rapidly outgrew their swad- 
dling clothes and developed lusty significance 
in the community, until 1902, an affinity of 
purpose brought them together, the Ains- 
worth National purchasing the United States 
National, but retaining the name of the lat- 
ter aS a more fitting title with which to en- 
ter the conquests ahead. In the meantime, 
the son of Captain Ainsworth, J. C. Ains- 
worth, the present head of the United States 
National Bank, had president. 
In 1905, there was also taken into the fam- 
ily, by a consolidation of interests, the Port- 
land branch of the Wells Fargo Bank, and 
quarters were moved to Second and Wash- 
ington streets. 

The capital of the United States National 
Bank had increased from $100,000 to $500,- 
000, and deposits from the zero mark to 
nearly $5,000,000. By 1910, deposits had 
nearly doubled those of 1905, and the capital 
stock had undergone expansion to $1,000,000. 


become its 


MAGNIFICENT HOME OF THE UNITED STATES NATIONAL BANK OF PORTLAND, OREGON 
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Portland was striking a new stride 
pansion and the United States 
Bank measured the need with 
service. 


in ex- 
National 
a progressive 
On the heels of a constantly grow- 
ing commercial business, it launched its first 
savings department. By 1915 plans were be- 
gun for the most important expansion in 
the history of the institution. A magnificent 
building was projected to occupy the entire 
block at 6th and Stark sts. In June, 1917, 
this castle in the air became a completed 
reality. Three months later another branch 
was seen to suddenly spring forth on the 
family tree. The Lumbermen’s National 
Bank, long a financial bulwark in the city, 
had consolidated with the United States Na- 
tional. 

And now, from a steady growth, progress 
assumed almost spectacular proportions, 
jumping in the ensuing eight years to more 
than $35,000,000, and depositors increasing 
at a rate so far beyond the anticipated re- 
quirements of the new building, that expan- 
sion of the structure through the remaining 
quarter block to sroadway had to be rushed 
to completion. 

And now comes the “cut-back,” as they 
Say in movie parlance, and we turn back the 
pages in our genealogy to June 1, 1859, when 
the first banking institution in the North- 
west was founded, the second in the whole 
western empire. This was the Ladd & Til- 
ton Bank, which brought to the United States 
National by consolidation July 11, 1925, the 
traditions of pioneer banking since the time 
the great Oregon country was 
birthright. 

And so is unfolded the story of the United 
States National Bank. a romance of develop- 
ment and expansion, which has had for its 
fundamental policy the maintaining of a 
Steady pace with an ever onrushing common- 
wealth. Its part as well as its participation 
in the development of industry and com- 
merce, thrift and prosperity, is evidenced by 
its present resources of over $60,000,000, and 
by its service to more than 70,000 depositors. 
Capital is now $2,400,000, with 
$1,000,000. 


given its 


surplus of 
and undivided profits of $2,016,- 
644. Four major departments contribute the 
facilities afforded — commercial, ‘savings, 
trust and safe deposit departments. The 
home where this illustrious family dwells is 
worthy of passing note. It is one of the 
finest specimens of Roman-Corinthian archi- 
tecture. The exterior is faced with light 
pinkish gray terra cotta on a pink granite 
base. Its Corinthian columns, supporting 
fronts on both Sixth and Broadway, are 48 
feet in height. Supplementing them is a 
richly ornamental frieze, cornice and_ bal- 


D. W. Ho.cate 


Trust Officer, United States National Bank of Portland, 
Oregon 


cony. The main banking room is an entire 
block in length, having perhaps the largest 
area of any single banking room in the 
west. The fixtures are marble, bronze and 
plate glass; the walls and ceilings are deco- 
rated to harmonize with the warm cream 
tones of the floors. Under the main bank- 
ing floor on the Broadway side are located 
the trust department and safe deposit vaults. 
Here also are auxiliary departments. consul- 
tation rooms, travel bureau and ladies’ rooms. 


The directorate is representative of lead- 


ing financial, business and industrial develop- 
ments in the Pacific Northwest. 


Senior of- 
ficers are, president. J. C. Ainsworth; vice- 
presidents: Edward Cookingham, A. LI. 
Tucker, A. M. Wright, Ww. A. Holt, B. ¢. 
Sammons, W. M. Cook, R. S. Howard. and 
Paul S. Dick, vice-president and cashier. 
The trust department has been developed 
to a high stage of efficiency under the capable 
direction of D. W. Holgate, trust officer, as- 
sisted by R. M. Alton and M. H. Erz. 


The United States Bank & Trust Company 
of Tucson, Ariz., is in 
quarters, 


hew and commodious 


The Daly Bank & Trust Company of Ana- 
conda, Mont., shows resources of $4,383,752. 
and deposits of $4,161,933. 





TRUST COMPANIES 





Nelson S. Gustin 


Co., Inc. 
BANK STOCKS 


Detroit Banks and Trust 
Companies are showing 
the largest gains in de- 
posits and earnings of any 
city in the United States. 


Complete information 
upon request. 


522 Fifth Avenue, New York 


Tel., Vanderbilt 8177 
BUHL BUILDING, DETROIT 








STORIES OF INTERESTING ESTATES 

Allan Herrick, one of the most talented 
men in devising trust company literature, 
and advertising manager for the United 
States National Bank of Denver, is the au- 
thor of a booklet issued by the trust depart- 
ment of his bank, in which he tells some 
stories of interesting estates. For example, 
there is the tale of Captain William Kidd. 
the pirate, who became administrator of the 
estate of his wife Sarah. Thus we find 
piracy and administratorship in a somewhat 
anomalous but happy marital relationship. 
Then there is the story of the will of Euda- 
midas of Corinth, which comes down from 
early times, and shows qualities of devotion 
and friendship required of executors ages 
ago. Another story is that of the will of 
James Lick who left the funds for creating 
the famous Lick Observatory. Likewise 
there is the will of Alfred B. Nobel who 
created the “Nobel Prize Fund.” A number 
of other stories are included which furnish 
“best seller” reading. 


The California Bank of Los Angeles has 
become well entrenched as the third largest 
among the state banks of Los Angeles, with 
deposits of over $90,000,000, representing a 
gain of about $2,000,000, during the first 
quarter of the year. 


A controlling interest in the Southern Mis- 
souri Trust Company of Springfield, Mo., 
has been purchased by A. J. Eisenmayer and 
Dr. J. H. Fulbright. 


Trust Department 
Systems 


Consultant Service 


Study Courses 


R. R. BIXBY, inc, 
NEW YORK 


Specialists in Trust Department Operations 





FINANCIAL ADVERTISERS MEET AT 
DENVER 

At the recent meeting of the Financial Ad- 
vertising Association at Denver, in connec- 
tion with the annual convention of the Inter- 
national Advertisers’ Association, addresses 
were presented as follows: Wm. J. Kelly, 
second vice-president of Chicago Trust Com- 
pany, on “Employees’ Contest for New Busi- 
and “How to Sell Bonds,” by Charles 
B. Engle of the International Trust Com- 
pany of Denver. Clinton F. Berry, assistant 
vice-president of the Union Trust Company 
of Detroit, presided. 

President C. H. Handerson of the Finan- 
cial Advertisers’ Association reports that 
during the last nine months the membership 
of the association has increased 50 per cent. 


sey 99 
ness, 


The City Commission Building of Asbury 
Park, N. J., located in the heart of the city 
has been purchased by the Asbury Park Trust 
Company for the Asbury Park Guarantee 
Mortgage and Title Company. The building, 
until recently oceupied by the city offices, 
was sold to the bank by Herbert Gates for 
$150,000. 

The Fern Rock Trust Company of Phila- 
delphia is now occupying its new banking 
home. 
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FASHIONS IN SAVINGS A CENTURY AGO AND TODAY 


Mrs, Lena D. Sultzer occupies a niche all 
her women who have _ distin- 
guished themselves and shown exceptional 
talent in banking. She has directed the sav- 
ings department of the big Mercantile Trust 
Company of St. Louis for many years and 
has brought to her duties a zeal and ability 
to instill a desire for thrift and savings 
which amounts to a gift. The large volume 
and the great army of savings 
depositors at the Mercantile Trust Company 
testify to her executive and persuasive abil- 


owh among 


of savings 


ity as an apostle of savings. 

At the recent mid-west regional savings 
conference in St. Louis, Mrs. Sultzer spoke 
on changing fashions in savings. She brought 
a vivid description of pioneer savings ethics 
from a visit last summer to Scotland 
to the shrine of the first savings bank in 
the village of Ruthwell. Mrs. Sultzer con- 
trasted methods of savings banking today 
with which obtained during the early 
part of century. She said in part: 


and 


those 
last 


“No longer is it the fashion for large banks 
to wait in austere dignity and cold solemnity 


for the savings depositor to timidly ask ad- 


Mrs. LENA DUNCAN SULTZER 
Manager, Savings Department of the Mercantile Trust 
Co., St. Louis, who is a descendant of the “Father of 
Savings Banks” 


mittance through their marble portals. The 
pure philanthropist of a century and a quar- 
ter ago, has evolved into an astute business 
head who perceives the country’s aggregate 
Savings, not only as a source of profit, but 
as the great bulwark of financial strength 
behind our nation’s progress and industrial 
development. The banker of today welcomes 
the small saver with warmth and apprecia- 
tion—another change in fashions! 

“it is no longer the fashion to expect the 
intelligent depositor to remain quietly and 
peacefully in the ranks of the humble deposi- 
tor. The banker must recognize in his sav- 
ings depositor the potential future citizen, 
and when he has achieved accumulation of 
a sum of money and begins to manifest a 
desire for better things, he must be shown 
the way to good investments that he can 
understand and assimilate. This is a sad, 
sad story in the growth of deposits, but 
mighty fine for developing the individual. 

“It is our plain duty to make the savings 
objective attractive and profitable to our 
depositors—understanding that saving is not 
a national habit, but an acquired taste. Let 
us unite in the energetic selling of savings 
plans that will turn the trend of the casual, 
haphazard savings of the younger genera- 
tion to a self-imposed, compulsory plan that 
will crystallize their energies into a desire 
for standing on their own feet through their 
own savings efforts. To develop sportsman- 
ship, you must make a mark to shoot at, 
which might be—Savings the symbol of duty, 
the gaieway of freedom and self-respect.” 


Home of the “First Savings Bank in the 
World,” in Ruthwell Village, Scotland, Estab- 
lished in 1810, by Rev. Henry Duncan. 
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NATIONAL CITY COMPANY BUILDING 
Preliminary work is proceeding rapidly on 
the new thirty-one-story building to be erect- 
ed at 52 Wall street for the National City 
Company, the investment affiliation of the 
National City Bank of New York. In this 
building there will be accommodated all 
the various activities of the National City 
Company which now lack space at the head- 
quarters at 55 Wall street and which are 
located in leased quarters. 









ARCHITECTURAL DRAWING OF PROPOSED 31-STORY 
BUILDING FOR THE NATIONAL CiTy COMPANY OF 
NEw YorRK AT 52 WALL STREET 
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CHESTER D.QWarp, 
Treasurer and Trust Officer 
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MR. HUMPHREYS “RINGS THE BELL” 


The following extracts from a_ special 
letter to attorneys sent out by Lester W. 
Humphreys, trust officer of the United 


States National Bank of Portland, Oregon, 
and which is reproduced in the April num- 
ber of the Setvice Bulletin, issued by the 
Harvey Blodgett Company, is a good ex- 
ample of how to command good will and the 
confidence of members of the 
sion: 


legal profes- 


“T have wanted to say to you that my asso- 
ciation with this bank will not make the 
bank in any way a competitor of lawyers. 
Our business will be in co-operation with 
the bar and not in competition with it. This 
has been the settled policy of the bank since 
the Trust Department was first established, 
and it is a source of satisfaction to me person- 
ally to find it so. We do not give legal ad- 
vice, do not do legal work and do not write 
wills. This department will be a client, rath- 
er than an incorporated lawyer. 

“We recognize that normally the lawyer 
who draws a will or a petition for adminis- 


tration or guardianship becomes attorney 
for the estate. We do not want to divert 
any business from its normal channels. 


Therefore, it is this bank’s policy to retain 
in estates those attorneys who naturally 
would be handling the legal affairs of such 
estates for individual executors or adminis- 
trators.” 















The Bergen Avenue Trust Company has 
been organized at Jersey City, N. J., with 
capital of $200,000 and surplus of $100,000. 
The new company will be affiliated with the 
Commercial Trust Company of New Jersey. 
Growth of the Security Trust Company of 
Wheeling, W. Va. is reflected in its state- 
ment showing deposits of $3,861,042.74, an 
increase of $443,328.84 between calls. 


TRUST COMPANIES 


LITY 


(he National Bank of Commerce is the Bank- 
ers’ Bank, centrally located in the United States, 


and serving for seventy years now an ever- 


increasing number of correspondents. 


An Advertising Service Department available 
without cost and helpful cooperation from all 
divisions of our bank for correspondents. If your 
bank does not have these facilities write us for 
free descriptive booklet. 


with which is affiliated the 
Federal Commerce Trust Company 


t investments 
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TWENTY-FIFTH ANNIVERSARY DINNER TENDERED BY THE PLAINFIELD TRUST COMPANY, THE 
INVITED GUESTS OF WHICH INCLUDED OFFICERS AND DIRECTORS OF OTHER PLAINFIELD BANKS AND 
Trust COMPANIES, AS WELL AS REPRESENTATIVES OF NEW YORK INSTITUTIONS 
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In the course of an address on “Stability 
in Investments,” before the Stable Money As- 
sociation in St. Louis, George Clarke Cox, 
an investment counsellor in New York, paid 
his respects to legal investments for trust 
and savings funds as follows: 


“Stability in investment is a moving equili- 
brium and there cannot be too strong con- 
demnation of the practice of many trustees, 
corporate or individual, who, in retirement 
behind the bulwarks of legal permission, al- 
low their funds to deteriorate—not only in 
purchasing power, over which they might 
have no control, but even in nominal dollar 
value. Incidentally, let me say that most 
of the statutes on our books today are con- 
ceived in stupidity and work not so much to 
the protection of an uninstructed investor 
as to his betrayal through a false sense of 
security. I know of one trust fund which, 
in one of our most careful commonwealths, 
had shrunk in value from $300,000 to $180,- 
000, without any dishonesty on the part of 
the trustees, within five years. It is notori- 
ous that, but a few years ago, owing to 
technicalities of the “legal for savings banks’’ 
requirements in New York State, the securi- 
ties of certain railroads, either in bankruptcy 
or threatened with bankruptcy, still remained 
legal; while other securities never even 
thought of by the solons of our greatest 
state, which might have been of value to in- 
vestors, were forbidden. 

“The institutions which must make returns 
only in dollars may be counted successful 
when they get the dollars; but the man who 
had bought life insurance in 1914 would 
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have been greatly disturbed if he had known 
that the widow to whom his insurance was 
to go in 1920, could have purchased only 
2-5ths of the value which he paid in. Ina 
condition of things where the lender of 
money cannot be sure of getting back at 
least the full equivalent of what he loaned, 
with interest; or when the borrower of 
money is in danger of having to pay back 
two or three times as much as he borrowed, 
in essential purchasing power, it is a cry- 
ing necessity to do something to stabilize 
investing. It seems to me that institutions, 
as well as individuals, have a duty to stabi- 
lize the dollar, if in any way this can be 
done.” 


The New York Title & Mortgage Company 
of New York has incorporated under the laws 
of Indiana to write title insurance and make 
first mortgage loans in that state with head- 
quarters at Indianapolis. 


“Whose Will Shall Determine,” is the cap- 
tion of a trust booklet issued by the State 
Street Trust Company of Boston, which is 
one of a series in a campaign, the master 
booklet of which is entitled “Will Making— 
The Chart of an Estate.” 


The Bankers Trust Company of New York 
and John M. Hackett are named as executors 
of the estate of the late James R. Roosevelt, 
who died recently in New York at the age of 
seventy-three, leaving an estate valued at more 
than $1,000,000. Mr. Roosevelt was a mem- 
ber of the distinguished Roosevelt family 
and an uncle of Vincent Astor. 
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The Midland 


invites your Fourth 
Federal Reserve 
District business 1n 
the confidence that 
its correspondent 
service will com- 
mand your 


: ap- 
proval. 


Credit informa- 
tion and data on 
local securities glad- 
ly supplied. 


WILLIAMSON BUILDING 
}) CLEVELAND, OHIO 


SA 
RESOURCES OVER TWENTY-EIGHT MILLION DOLLARS 
(ee a ne NR RA RE nnn 


ROMANCE OF EARLY CALIFORNIA 
BANKING 

A halo of romance surrounds early bank- 
ing enterprise in California, associated with 
pioneer perils, gold strikes, pony 
hold-ups, and following into the great 
gressive forces which banks and trust 
panies of that state now wield. The story 
of early and later California banking pro- 
vides an absorbingly interesting text for a 
handsome illustrated booklet issued by the 
associated California National Bank and the 
California Trust and Savings Bank of Sac- 
ramento, reviewing seventy-eight years of 
service and commemorating also the com- 
pletion of the enlarged new home occupied 
by the affiliated institutions. 

The history of this banking organization 
acquires its colorful background from the old 
pioneer D. O. Mills Bank which was consoli- 
dated with the California National Bank in 
1925, giving total assets of $42,000,000, and 
employing combined capital, surplus and un- 
divided profits of $3,500,000. The famous 
old D. O. Mills Bank of the “days of ’49” was 
founded by Darius O. Mills, who left his po- 
sition as cashier of a Buffalo bank in 1847, 
led a party of gold seekers and chartered 
the bark “Massachusetts” at Callao, Peru, 


express 
pro- 
com- 


| een ee 
CENTRAL 
NATIONAL BANK 


of Cleveland 


FOR THIRTY-SEVEN 
YEARS A FACTOR 
IN THE BUILDING 
OF CLEVELAND 


and arrived after sixty days of sailing off 
San Francisco Bay. Young Mills resisted the 
gold-digging fever and established a mer- 
chandise store which blossomed later into 
a bank and became one of the strongest 
banks in California. Mr. Mills was noted for 
his philanthropy and is best known in the 
East as the founder of the Mills hotels. 

The California Trust and Savings Bank, 
which is affiliated with the California Na- 
tional Bank, has developed an enviable posi- 
tion in trust work and in developing savings. 
Roy W. Blair is trust officer. 


APPOINTMENTS FOR SEABOARD 
NATIONAL BANK 


The Seaboard National Bank of the City 
of New York has appointed transfer 
agent of all classes of stock, agent to make 
exchange of olc preferred for new “A” pre- 
ferred stock, and agent to disburse dividends 
for National Lead Company: successor trus- 
tee under indenture dated April 1, 1926, se- 
curing first mortgage gold bonds of Peoples 
Arizona Gas & Electric Corporation; succes- 
sor trustee under indenture dated January 1, 
1927, securing first mortgage gold bonds of 
Peoples Utilities Kansas Corporation. 


been 
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TRUST CAMPAIGN CONDUCTED BY Below are shown a selected number of a 
FIFTH THIRD UNION TRUST COMPANY series of virile trust advertisements which 
The Fifth Third Union Trust Company of have appeared recently in display size in 

Cincinnati, O., which represents the recent ‘he local newspapers. This advertising is 

consolidation of the formerly affiliated units, Wilt around a master-booklet which bears 

the Fifth Third National Bank and the Union the caption : “Simplifying the Problems 

Trust Company, is pursuing an exceptionally . nat Confront Your eatate. wd oli ae 

successful campaign in developing new busi- — eee TIRE “aps wanen — ine menier 

ness for its trust department. Thomas J. ee en eee ot 

Kiphart, who handles the publicity, is rec- yale of making wills in preserving not only 

ognized as one of the most talented creators the property values, but also the business 

of effective advertising, as evidenced by the jnterests which very often form part of an 
character of the material which comes from estate and which call for experienced as well 
his department. as responsible administration. 


Gire® Day to the Comers eli 


¢ Importance of Trust 
Service to Executives. —. — 
_of Corporations Hi If ot tes am 
+ F every Wife knew what” 
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te FIFTH THIRD UNIONTRUST ©? fens “FIFTH THIRD UNION Trust >. 
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SELECTIONS FROM A DISTINCTIVE SERIES OF TRUST ADVERTISEMENTS WHICH HAVE YIELDED 
EXCELLENT RESULTS AT THE FIFTH THIRD UNION TruUST COMPANY OF CINCINNATI 
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THE COMMONWEALTH TITLE INSURANCE & TRUST COMPANY 


PHILADELPHIA 
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Banking, Title Insurance, Trusts, Real Estate, Safe Deposit 
Savings 
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Capital, Surplus and Profits 
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$6,184,774.03 








SCHEDULE OF TRUST FEES ENACTED INTO LAW IN THE 


TERRITORY OF HAWAII 


J. BR. 
Trust 


Galt, vice-president of the Hawaiian 
Company, Ltd., of Honolulu, has for- 
warded to Trust COMPANIES a copy of the 
new schedule of fees to govern executors, ad- 
ministrators, trustees and guardians in the 
Territory of Hawaii which was passed by 
the last legislature and becomes effective 
January 1, 1928. The provisions are interest- 
ing as to methods of allowance and rates as 
compared with fee schedules fixed by law in 
the various states. The new law amends 
Section 2544 of the revised laws of Hawaii 
of 1925 to read as follows: 

“Fees and expenses of executors, adminis- 
trators, trustees and guardians: Upon all 
moneys received in the nature of revenue or 
income of the estate, such as rents, interest 
and general profits, executors, administrators, 
trustees and guardians shall be allowed as 
commissions payable out of the income, 10 
per cent for the first $1,000, 7 per cent for 
the next $4,000, and 5 per cent for all over 
$5,000, such commissions to be allowed upon 
each accounting when made, but not oftener 
than once a year. 


“Upon the principal of the estate, exrecu- 
tors and administrators shall be allowed as 
commissions payable out of the principal at 
the close of administration, 5 per cent of 
the first $1,000, 4 per cent for the next $9,000, 
3 per cent for the next $10,000, 2 per cent for 
the next $30,000, and 1 per cent for all over 
$50,000, the amount of such principal for this 
purpose to be the appraised value of the 
estate as of the death of the decedent. 

“Upon the principal of the estate, trustees 
and guardians shall be allowed as commis- 
sions, 1 per cent on the value at the inception 
of the trust payable at such inception out of 
the principal, 1 per cent on the value of all 
or any part of the estate upon final distribu- 


tion thereof payable at such termination out 
of the principal, and 24% per cent upon all 
cash principal received after the inception of 
the trust and neither being nor representing 
principal upon which said 242 per cent has 
previously at any time been charged, payable 
at such receipt out of the principal, and 2% 
per cent upon the final payment of any cash 
principal prior to the termination of the 
trust, payable at said final payment out of 
the principal. For the purposes of this para- 
graph, the value of the estate shall be deter- 
mined in such manner as the court may ap- 
prove. 

“Such further allowances may be made as 
the court shall deem just and reasonable for 
special services. All contracts between an 
executor, administrator, trustee or guardian, 
and an heir, devisee, legatee, ward, or a ben- 
eficiary other than the creator of the trust, 
for higher compensation than is allowed in 
this section shall be void. 

“These provisions shall apply as well to 
future accounting in 
estates.” 


existing estates as to 
new 


TRUST OFFICER OF FLORIDA NATIONAL 

William Hardin Goodman, who recently re- 
signed as vice-president of the City National 
Bank and Trust Company of Miami, Fla., 
has accepted the position of associate trust 
officer of the Florida National Bank of Jack- 
sonville. Mr. Goodman was elected to his 
new position when the Florida National 
Bank began to further the expansion of its 
trust department, which will occupy the 
greater portion of the Bisbee Building in 
Jacksonville. Mr, Goodman will bring to his 
new work a well rounded experience in com- 
mercial and investment banking as well as a 
wide knowledge of the laws of Georgia and 
Florida. 
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TRUST INVESTMENTS 


By FRANK C. McKINNEY 
of the New York Bar 


Reliable and only authoritative book on the subject. 
General principles, state statutes and court decisions. 
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Legal Decisions and Discussion 


RELATING TO BANKS AND TRUST COMPANIES 
Edited by JOHN H. SEARS, member of the New York Bar and author of **Trust Company Law’”’ 








[LEGAL DECISIONS OF SPECIAL INTEREST TO OFFICERS OF TRUST COMPANIES WILL BE REVIEWED 


AND DISCUSSED IN THIS DEPARTMENT. 
LEGAL NATURE, ARISING OUT OF THE CONDUCT 
PANIES. 
OFFERED FREE OF CHARGE. | 


VESTED INTEREST IN ESTATE 

Vested rights to personal property or in- 
come in trust estate was the subject of a 
decision recently by the Court of Chancery 
of New Jerser in Pedrajas vs. Bloomfield 
Trust Company. Testator left an estate of 
personal property in trust, income for use of 
wife during her lifetime, remainder to only 
son absolutely, except for a provision that 
in the event of his death, before he reached 
the age of twenty-five years, the remainder 
should go to testator’s sister. Son lived be- 
yond the age of twenty-five years, and died 
without issue and unmarried, leaving his 
mother as his only next of kin. Held, that 
the sister had no interest in the estate, that 
the estate vested in the son at the father’s 
death, subject to divestment in the event of 
the son’s death before he reached the age of 
twenty-five years, and that upon his death 
after that age leaving only his mother sur- 
viving him as his only next of kin, the two 
estates became merged. 
WHEN REVOCATION OF WILL IS ESTABLISHED 

The Supreme Court of Oklahoma in re 
Cobler (39389) held that under section 11241, 
Compiled Oklahoma Statutes 1921, providing 
that wills may be revoked in whole or in 
part by being, “burnt, torn, canceled, obliter- 
ated or destroyed with intent of revoking the 
same, by the testator himself, or by some 
person in his presence and by his direction,” 
tearing testator’s signature from the prin- 
cipal part of a will is sufficient as a psysical 
fact to constitute a revocation of the will, if 
done by the testator or at his direction for 
the purpose of cancellation, although the 
signature is retained. 


VALIDITY OF CHARITABLE TRUSTS 
Where a trust was created, of which the 
income was to be paid over to one or more 
incorporated institutions on condition that 
the money should be devoted to research in 





CAREFUL ATTENTION WILL BE GIVEN TO QUERIES OF A 
OF THE VARIOUS DEPARTMENTS OF TRUST COM- 
SUBSCRIBERS ARE INVITED TO AVAIL THEMSELVES OF THESE FACILITIES WHICH 


ARE 


agricultural chemistry, held that this was a 
valid and legal trust. An intent or purpose 
on the part of the creator of the trust to 
confer an indirect benefit upon the public 
not change the character of the trust 
when it is not for a wholly public purpose. 
In Re Frasch. Ct. of Appeals. N. Y. (39320). 


does 


CONTINGENT AND VESTED REMAINDERS 

In Tandy vs. Smith (89268) the Supreme 
Court of Arkansas in a recent decision held 
that on death of a son without issue, leaving 
him surviving only his father and his wife, 
town lots belonging to decedent which were 
a new acquisition and which composed his 
homestead, ascended, a one-half interest 
therein, to his father for his lifetime, and 
the other half interest, there being no debts, 
vested in his wife. The right of possession 
of the half interest of the father in same was 
postponed only by the right of homestead in 


the wife, on termination of which right of 
possession and occupancy vested in him. He 
had a vested remainder during his life, in- 


terest which could be, and was, conveyed to 
her by quit claim deed. 


FUTURE INTERESTS 

Testator made certain devises and bequests 
to his niece and her son and two daughters 
and to their lawful heirs forever. His de- 
clared intention was to give to these four 
persons equal portion of his estate, and the 
residuary clause gave them and their “legal 
representatives” the residue of the estate 
share and share alike. Upon the death of 
each beneficiary the trustees were to pay the 
principal to the “child or children, and the 
legal representatives, if any there be, of such 
child or children, deceased, in equal portions 
share and share alike” or, “in default of 
such lineal descendants then living” to 
others. Held, “lawful heirs’ must be con- 
mean “children.’—Beardsley vs. 
(Conn. 1926), 134 Atl. 530. 


strued to 
Johnson 
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PERSONAL PROPERTY ACQUIRED DURING 
COVERTURE IN ANOTHER STATE 


Decedent husband had brought into Cali- 
fornia in 1916, when he became resident, 
personal property acquired by him during 
coverture in another state, by whose laws 
it was his separate property. He died a 
resident of California in May, 1924. Held 
that such property was properly treated as 
his separate property by the inheritance tax 
appraiser. The amendment to the Inheri- 
tance Tax Act of May 22, 1925, did not make 
the Inheritance Tax Act applicable to such 
estate.—Matter of Estate of Drishaus, Sup. 
Ct. Calif. (27135). 


PAYMENT OF INCOME FROM WASTING ASSET 
The wasting asset in this case was a 
leasehold. Held that where there are wast- 
ing assets, the general rule is that the life 
tenant should be paid only so much of the 
income as represents a fair return upon the 
capital value, the residue to be accumulated 
and retained for the benefit of the remain- 
dermen. An exception is where the will di- 
rects payment of entire income to the life 
tenant. In that case no deduction for amor- 
tization need be made.—EHstate of Zubow, 
N. Y. Surrogates Ct. N. Y. County (36095). 


EXEMPTION UNDER INHERITANCE TAX 

The Supreme Court of California in the 
Matter of Letchworth (388165) has held that 
the exemption allowed the surviving wife 
under the Inheritance Tax Act may not be 
deducted from the appraised value of the 
property distributed from the estate of the 
husband to the wife not more than five years 
prior to her death for the purpose of deter- 
mining the amount of property belonging to 
the wife’s estate which is exempt from an 
inheritance tax under the terms of subdivi- 
sion 2 (b) of section 6 of said act. 


PROCEEDS OF SALE UNDER TRUST DEED 


The New Jersey Court of Chancery, in Zel- 


ley vs. Zelley (38223) recently held that 
when a trustee under a deed of trust sells 
real estate under a power, but in the absence 
of any specific direction to convert real es- 
tate into personalty, the money derived from 
the sale will retain the-character of real 
estate and be dealt with as if it were actual- 
ly real estate, except as to such part of the 
proceeds of sale as may have been adminis- 
tered by the trustee pursuant to the trust. 


NEAR RELATION OF FIDUCIARY 

The Supreme Court of Errors of Con- 
necticut recently held that a sale of property 
by an administratrix to her daughter was 
valid, under given circumstances. Near re- 
lationship between fiduciary and purchaser 
does not of itself raise an inference of fraud; 
it is a circumstance to be considered with 
all the others in determining the fairness and 
good faith of the transaction, 


DEVISE OF FEE 
where a 
language 
an estate in fee simple 
such estate will pass in 
an expression of a 


Held 
property 


that 


uses 


testator in devising 
sufficient to create 
absolute in land, 
the absence of 
clear and unmistakable 
intention, in a subsequent clause, to cut down 
the fee to a Mc- 
Mahon. 


lesser estate.—Jensen vs. 
Sup. Ct. JU. (38247). 


FUND FOR COMMUNITY TRUST 


A variation in the method of utilizing the 
New York Community Trust is revealed in 
the execution of a trust agreement whereby 
the sum of $15,000 has been placed in the 
custody of the Chase National Bank. The 
founder of the fund is to receive its income 
during his lifetime. After his death, it will 
be held in trust for charitable purposes under 
the direction of an individual trustee. Upon 
the death of this trustee the fund becomes 
a part of the Community Trust, of which 
the Chase Bank is a trustee. The income of 
the fund will eventually be appropriated in 
part to the Catholic Charities of the Arch- 
diocese of New York and in part to benefi- 
ciaries designated by the distribution com- 
mittee of the Community Trust. 


F. Morse Archer, president of the First 
National State Bank of Canada, has been 
elected president of the New Jersey Bankers 
Association and Wm. J. Couse, president of 
the Asbury Park Trust Company, was elected 
vice-president. 


The Northwestern Trust Company of St. 
Paul has issued a pamphlet giving amended 
laws relating to authorized securities for 
banks, trust funds and bonds eligible to se- 
cure public deposits in Minnesota. 


The associated National Bank 
and Hamilton Trust and Savings Bank of 
Chattanooga, Tenn., report combined re- 
sources of $22,328,971; deposits $17,944,823; 
capital, surplus and profits $2,876,128. 


Hamilton 
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Under Supervision of Federal Government 


AMERICAN SECURITY 


* AND TRUST COMPANY 
Fifteenth and Pennsylvania Avenue 


WASHINGTON, D. C. 


Capital andSurplus - - 


$6,100,000.00 
Assets over a 


$37,500,000.00 


FOUR BRANCHES 
Interest paid on checking accounts 








cibacénsenie “oh il 


CAPITAL STOCK $1,000,000 
SURPLUS (earned) $1,500,000 
HELD IN TRUST $30,000,000 


STRICTLY A FIDUCIARY INSTITUTION 


BOOK VALUE OF STOCK $266 





BID FOR STOCK $550 

















COMMUNITY APPEAL IN TRUST DEPARTMENT PUBLICITY 


J. G. O’BRIEN 
Trust Officer, Commercial National Bank, Shreveport, La. 


The practice of 
luncheon clubs and similar organizations 
has produced results, and qualifies under 
the subject assigned—“‘Our Most Effective 
Trust Department Publicity.” I would stress 
the advantages of this kind of publicity. In 
a community of 70,000 where corporate fidu- 
ciaries are just breaking ground, we have 
found that the agencies through which much 
business comes, are the lawyer and the insur- 
ance underwriter. We cannot successfully 
gain their cooperation by putting them on the 
mailing list. We cannot successfully gain 
our end by talking to them as a profession, 
because the lawyer is not adequately assured 
that we carry our no-preference, no-legal ad- 
vice code to the public. We can, however, 
accomplish some measure of success by hav- 
ing these lawyers present in an audience 
of men in all walks of life, when we are tell- 
ing the public what we do and what we do 
not do, and where we commit ourselves to a 
definite public policy. 

We cite facts done u 


giving short talks to 


up in hypothetical form 
and we have discovered that the average 
man is more interested in what we have 
done than he is in what we can do. Our 
short existence in the trust field handicaps 
us a little in this respect, but we draw on 
the services rendered by other banks and 
trust companies. 

In a couple of instances we have been privi- 
leged to address gatherings of women. It is 
my personal opinion that the attitude of 
women toward trust services is a problem 
that must be solved in our community. We 


have lost much business because of the oppo- 
sition of a man’s wife. Some wives have 
taken the suggested trust as a personal af- 
front to their ability to handle money. While 
it is true that nearly all of our living trust 
or agency business comes from women, it 
has almost invariably come to us after they 
have been tried and found wanting. Trust 
talks given before women’s clubs and organi- 
zations can certainly be beneficial. 


One of the most successful methods of pub- 


licity we adopted, 
of newspaper 


took the form of a series 
articles, published at the re- 
quest of the publishers. We ran a 
articles. Here again we stressed our rela- 
tions with the lawyers and insurance men. 
The articles were impersonal and not caleu- 
lated to sell the service of any particular 
bank. We declared that the wastage of es- 
tates through mismanagement 
tion was a community 
facts and figures. 
our articles 
what had 
we are 


dozen 


and dissipa- 
problem. We cited 
The editor followed up 
with an editorial amplifying 
been published. I believe that 
going to get results by putting it 
up aS a community problem. We can at least 
educate a majority of the people to a point 
where direct mail advertising can be used 
to advantage.—(E«cerpts from address at re- 
cent Mid-Continent Fiduciary Conference 
held in Omaha.) 


& & & 
The Valley Savings Bank of Santa Maria 
has become a part of the Pacific-Southwest 
Trust & Savings Bank of Los Angeles. 
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Central Crust Company 


* 2, 
. “° 


TOPEKA, KANSAS 


Capital, Surplus and Profits 
over $600,000 
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1 Liberty Trust Co. 


BOSTON, MASS. 
OPENED FOR BUSINESS, SEPTEMBER 10, 1907 


| CAPITAL, $750,000 SURPLUS, $750,000 
| 


DEPOSITS, $11,500,000 


OFFICERS 


Geo. B. Wason, President 
ALLAN H. Srurcgs, Vice-Pres. and Treas. 
W. Hersert Assorrt, Vice-President 
E. E. Bass, Vice-President 
J. Henry Mivey, Assistant Treasurer 
Wo. H. Sumner, Assistant Treasurer 
G. Ricuarp Perry, Assistant Treasurer 


3¢ Correspondence Invited. 
xx 
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RELATIONS WITH BANK CORRESPONDENTS 


W. W. WOODSON 
President First National Bank, Waco, Texas 


SUPPOSE all Reserve city bankers have 

some bank correspondents with whom 

the relationship is not altogether satis- 
factory. There are three kinds of banks: 
Good, bad and indifferent. Good banks, of 
course, are the ones whose statements re- 
fiect a liquid condition, carrying a strong 
surplus, never borrowing except for seasonal 
requirements, and in small amounts, re- 
garded as well officered with strong board 
of directors. Bad banks are those flirting 
with the undertaker and should be left alone. 

The indifferent correspondent is the unde- 
sirable one. The management is neither good 
nor bad. The bank has become overex- 
tended. It makes no strong effort to liqui- 
date and does not maintain balances com- 
mensurate with its borrowings. Its earnings 
have been paid in dividends instead of in- 
creasing the surplus when the bank needed 
the funds. The officers are honest but not 
capable. 

The question is what would you do with 
this situation when you are asked for a loan. 
The bank has probably been on your books 
for twenty-five years and you feel very 
friendly toward it, and only in the past 
year or so has it gotten into such a condi- 
tion. Before extending it any loans, I make 
it a rule to visit the bank and ask permis- 
sion to see the bank examiner’s report and 
to make a special examination myself. I 
sometimes call in the directors and go over 
the paper with them to ascertain the char- 
acter and goodness of the paper. I have 
never had a banker refuse me permission to 
make such an examination. In some cases 
it resulted in closing the bank. In other 
cases it resulted in my securing from the 


stockholders additional capital, and in other 
cases I have been able to help finance the 
bank through its trouble because it was solv- 
ent and I had confidence in the management. 
In such cases it enabled me to work with 
the management and the directors in estab- 
lishing a different policy that would result 
in placing the bank on a sound foundation. 

Real constructive help can be rendered to 
your correspondents when they are willing 
to place in your hands all the information 
you want regarding their institution. In 
dealing with banks which are members of 
the Federal Reserve bank, where they borrow 
money from both of us, I maintain that I 
am entitled to the same credit information 
that has been furnished the Federal Reserve 
bank. I don’t think they should be entitled 
to any advantage as to security over my 
bank when it comes to extending loans. They 
have copies of the examiner’s reports and 
make their own special examination. Un- 
less the correspondent can place his account 
on a satisfactory basis, of course the account 
will have to be closed.—(Hacerpt from ad- 
dress before the National Bank Division, 
A. B. A.) 

oo ¢ 

The United States Mortgage and Trust 
Company has been appointed registrar of the 
capital stock of the Missouri Kansas Zine 
Corporation. 

Adoption of a standard form of title in- 
surance policy and of legal reserve against 
such policies was advocated at the recent 
annual convention of the Pennsylvania Title 
Association by John B. Potter, president of 
the Potter Title & Trust Company of Pitts- 
burgh. 





TRUST 


SMALL BUSINESS FAILURES REFLECT 
INTENSIVE COMPETITION 

One of the unexpected developments in 
connection with the present protracted period 
of prosperity in this country is the more in- 
tensive competition in business and industry 
which emphasizes the factor of survival. 
This is the conclusion reached by Col. Leon- 
ard P. Ayres, vice-president of the Cleveland 
Trust Company. He says: 

“The competition that has come with this 
period of protracted prosperity and declining 
prices is a long distance race in which the 
short-winded participants are being left be- 
hind. The evidence of this is to be found 
in the records of commercial 
Failures are increasing in 
were more of them in the first quarter of 
1927 than in the first quarter of any pre- 
vious year except 1922 and 1915 which were 
both periods of serious business depression. 

“These failures, which are rapidly increas- 
ing in number, are 
smaller firms. 
number of 


insolvencies. 
number. There 


largely suspensions of 
There were an_ increasing 
commercial insolvencies during 
the first quarters of each of the past five 
years. It is in the main the smaller com- 
panies that are being forced to suspend.” 
There is evidence of Florida’s 
from the effects of the ill-fated real estate 
in the fact that the banks and trust 
companies of that state report total resources 
of over $600,000,000, 


recovery 


boom 


representing 
increases during the past year. 


marked 


JOHN SHERWIN, JR. MADE VICE-PRESI- 
DENT OF UNION TRUST OF CLEVELAND 

John Sherwin, Jr., son of John Sherwin, 
Sr., chairman of the board of the Union 
Trust Company, was recently elected a vice- 
president of the bank. 

Mr. Sherwin is a graduate of Sheffield Sci- 
entific School of Yale University and for the 
past four years has had an intensive train- 
ing in corporate finance and investment 
banking at the Union Trust Company. He 
is director of the Pittsburgh & West Virginia 
Railway, the Morgan Lithograph Company, 
Richman Bros. Company, and the Otis Steel 
Company, and is a member of a number of 
clubs. 

The Bank of Mansfield and the Richland 
Savings Bank of Mansfield, O., have com- 
bined under the corporate title of the Rich- 
land Savings Bank and Trust Company. 

The First National Bank and the Latonia 
Deposit Bank of Latonia, Ky., have been 
combined under the title of the First Latonia 
Bank & Trust Company. 
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First bell guide post to be placed on El Camino 
Real, the beautiful highway which extends from 
San Diego in the South to Sonoma in the North, 
following the old trail of the Franciscan Fathers. 


OLD TRAILS 


& the padres blazed the 
trails which are the 
highways of modern Cali- 
fornia traffic, so the found- 
ers of this bank, more than 
two generations ago, estab- 
lished the policies which we 
follow today. As we go for- 
ward with the West, we 
are traveling old, familiar 
trails. 


Resources more than 130 millions 


MERCHANTS 
NATIONAL 


ee 


a fe) ») 
FIRE” 
OF LOS ANGELES, CALIFORNIA 


ty 
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MAKING A BANK OPENING YIELD NEW BUSINESS 


The occasion of opening the attractive new 
home of the First Bank and Trust Company 
of Utica, New York, was made to serve as 
basis for a four-months’ campaign for new 
business. As a result of advertising and va- 


New HOME OF THE First BANK AND TRUST 
CoMPANY OF Utica, N. Y. 


SHOWING Spacious LoBBy oF First BANK AND TRUST 
CoMPANY OF UTiIca, N. Y. ON OPENING OF NEw HOME 


rious appeals the safe deposit company rent- 
ed a large number of boxes and interest ac- 
counts were increased 15 per cent 

the twenty-two business days in 
following the 


during 
December 
opening in the new 
building. In conjunction with publicity an 
attractive sticker used and broadcast 
bearing the “A New Home 
Large colored posters were also used. 
other widely distributed 
was in the 
tune 
many 


formal 


was 
legend Soon.” 
An- 
piece of publicity 
form of a booklet, styled “For- 
Founders.” This booklet brought in 
new accounts. By way of creating 
publicity and further curiosity on the part 
of the public, a series of Service Club lunch- 
eons were 
rooms. 


scheduled in the 

Rotary, 
other clubs 
regular 


new banking 
Exchange and 
arranged to hold their 
meetings at the bank during 
the ten days preceding the public inspection. 
Various officers of the bank acted as speak- 
ers on these occasions, and others as hosts, 
together with the 

urging depositors to 
opening were inserted in the 
account statements and in interest 
pass-books, and invitations were addressed 
to all who were customers of the bank. The 
directors, officers and employees of the bank 
were also asked to make lists of friends and 
relatives whom 

tend the opening. 
two full 


Kiwanis, 
seven 


new 


Enclosures 
bring friends to the 


directors. 


commercial 
account 


they wanted to have at- 
The week of the opening 
page advertisements 
both the 
effort 


tise the Christmas 


appeared in 
papers. <A special 
was made, likewise, to adver- 
Club, a_ service 
the First Bank had never offered to 
its depositors. 


local 


The new home of the First Bank 
and Trust 
striking 
tistic great archway on 
street with its 
tecture. The general 
rior is formed of 
characteristic of early 
style with brilliant 
color: In the center of the 
banking room a. stairway leads 
down to the safe deposit vaults 
which embody the best available in 
protection and convenience. The 
bank occupies a large portion of 
the basement, first, second, third and 
fourth floors. 


Company 
features. 


presents some 
One is the ar- 
Genesee 
Romanesque archi- 
banking inte- 
massive beams, 
Christian 
contrasts in 
main 
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IN VIRGINIA 


When you, or 
your clients 
require either 

personal or cor- 
porate fiduciary 
service in Virginia 
our facilities are at your 


command. 


STATE ~PLANTERS 
BANKJRUST (©. 


‘RICHMOND, VIRGINIA. 


Resources $42,000,000.00 


ORNATE HOME FOR BURLINGTON 
TRUST COMPANY 
One of the finest bank buildings in South 
Jersey is in course of construction for the 
Burlington County Trust Company at 
Moorestown. 


NEw HOME OF THE BURLINGTON COUNTY TRUST COMPANY 


OF MOORESTOWN, NEW JERSEY 





A 
SAFE, 

ACTIVE, 
INFORMED, 
CONSERVATIVE, 
CORRESPONDENT BANK, 
WITH 
RESOURCES OVER 
$23,000,000 





THE PLAINFIELD 
TRUST COMPANY 


PLAINFIELD, N. J. 





Designed by Simon & Simon of Philadel- 
phia, who drew the plans for the Philadel- 
phia Municipal Stadium and the new thirty- 
story office building of the Fidelity-Philadel- 
phia Trust Company in that city, the archi- 
tecture of the Moorestown edifice is distinct- 
ly Georgian in spirit, harmonizing with the 
associations of the town with early American 

history. The main entrance door- 
will be of bronze, flanked by 
columns. It will lead through an 
ample vestibule to the lobby of the 
main banking Here, 
rounding a space, 


way 


room. 
publie twenty- 
seven feet, will be the officers’ space, 
the trust, safe deposit 


sur- 


and ladies’ 
departments and the tellers’ wickets. 


A recent study made by the Guar- 
antry Trust Company of New York 
shows that average ages of senior 
officers is forty-six years, which is 
considerably below the average age 
of executives of industrial and busi- 
ness organizations as shown by a 
School of 
Finance of the University of Penn- 
sylvania. 


survey by the Wharton 
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MIAMI, 


TRUST COMPANIES 


The City National Bank and Trust Company 


OF MIAMI 


FLORIDA 


<Announces the Absorption by Purchase of the 


MIAMI BANK AND TRUST COMPANY 
and 
COMMERCIAL BANK AND TRUST COMPANY 


We Offer Complete Banking Service and Shall Appreciate Your Business 


CAPITAL 8$2,000,000.00 





The following inquiry was received from 
a subscriber as to allocation of sale of stock 
and of stock dividends to either income or 
principal, to which answer is appended: 

“Legal Editor, Trust Companies: If not 
putting you to too much trouble I should 
appreciate very much your furnishing me 
with the following information: 

“1. When a party leaves his estate in the 
hands of a trustee, the income to go to his 
wife for life, and the principal to heirs upon 
her death, and in this estate there is 100 
shares of stock appraised at decedent’s death 
at $10,000, and this stock is later on during 
the trusteeship sold for $15,000, is the $5,000 
considered income or principal? 

“2. Considering the same 100 shares, ap- 
praised at $100 and later on the shares be- 
come worth $200, and there is a stock divi- 
dend of 100 per cent, are the 100 shares 
considered income and go to the beneficiary 
under the trusteeship or do they become part 
of the principal? 

ANSWER: 

“1. The profit realized on the sale of the 
stock is an increase of principal, and not 
income. 

“2. This question can not be answered 
definitely without knowing the law of the 
jurisdiction by which the trust is to be in- 
terpreted. In the State of New York it has 
been held that: ‘Extraordinary dividends, 
payable from the accumulated earnings of 
the company, whether payable in cash or 
stock, belong to the life beneficiary, unless 
they entrench in whole or in part upon the 
eapital of the trust fund or maker of the 
trust or invested in the stock, in which case 
such extraordinary dividends should be re- 
turned to the trust fund or apportioned be- 
tween the trust fund and the life beneficiary 


APPORTIONMENT OF SALE OF STOCK AND STOCK DIVIDENDS 
IN TRUST ESTATES 


SURPLUS $500,000.00 


in such a way as to preserve the integrity 
of the trust fund.’ (Matter of Osborne, 209 
N. Y. 450) (1913). 

“In 1922 a law was passed amending the 
Personal Property Law’ providing that ‘A 
will, deed or other instrument, which shall 
hereafter be executed and create or declare 
a trust, may declare any dividend payable 
in the stock of the corporation or association 
declaring or authorizing the same, and de- 
clared or authorized hereafter in respect of 
any stock composing, in whole or in part, the 
principal of such trust to be whole or in 
part principal and not income of such trust. 
The addition of any such stock dividend to 
the principal of such trust shall not. be an 
accumulation of income within the meaning 
of this article.’ 

“A further amendment effective May 17, 
1926, provides that unless otherwise provided 
in a will or trust deed thereafter executed 
any dividend payable in the stock of the 
corporation declaring the dividend on stock 
held in the trust shall be principal and not 
income of the trust.” 

Broadway Merchants Trust Company of 
Camden, N. J., plans increase in capital from 
$500,000 to $1,000,000 and increase in sur- 
plus from $1,000,000 to $2,200,000 by issue of 
new stock. 

Hasbrouck Chahoon has been elected chair- 
man of the Plattsburgh National Bank & 
Trust Company of Plattsburgh, N. Y., suc- 
ceeding the late John F. O’Brien. 

Total assessed valuation of all real and 
personal property in St. Louis is placed at 
$1,127,906,840 as of June 1, 1926, an increase 
of $53,124,520 for the year. Real property in 
St. Louis has doubled in assessed value dur- 
ing the past ten years. 


TRUST 


COMPANIES 


Your Cuban Business 


With twenty years’ experience in Cuba we are in a position to 
handle to the best advantage any business of a financial or fiduciary 


nature entrusted to our care. 


As Trustees for Mortgage Bond Issues, at the present time ap- 
eae gS $70,000,000, we are especially well equipped to handle 
i b 


this class o 
Companies. 


usiness, and to act as Co-Trustee or as Agent for American 


Our Real Estate Department offers a complete service, including 
buying, selling, and administration of properties, collection of rentals 
and mortgages, together with valuations and reports on any properties 


in Cuba 


The Trust Company of Cuba 


HAVANA 


Established 1905 


BANKING BOARD TO COOPERATE WITH 


STATE BANKING DEPARTMENT 

An interesting and commendable 
tion has been forthcoming from State Bank 
Commissioner J. 8S. Brock of Louisiana in 
providing for improved conditions and great- 
er stability of banks and trust companies un- 
der state supervision. At the recent annual 
convention of the Louisiana Bankers 
tion, 


sugges- 


Associa- 
he made the following proposal: 

“I would suggest to the Louisiana Bankers 
Association to consider the advisability of 
selecting a committee of three or five from 
its number to work in conjunction with the 
State Bank Commissioner for the good of 
the depositors, stockholders, and public gen- 
erally. This committee could be selected an- 
nually and would act as an advisory board to 
confer with the State Bank Commissioner. 
In this way the cooperation between the 
banks and the banking department would 
be closer; needed measures could be planned 
and executed with facility; important 
sions by the Commissioner could have the 
sanction of the association; and matters 
would be far better generally. A permanent 
alliance of this kind would be especially 
beneficial in a legislative way and remedies 
could be effected a great deal more advan- 
tageously.” 


deci- 


Capital paid up $500,000 





EXTRAVAGANCE IN STATE AND LOCAL 
GOVERNMENT EXPENDITURE 


In view of the fast mounting volume of 
state and local government indebtedness to 
which President Coolidge alluded when he 
said, “It is an ominous fact that only the 
Federal Government is reducing its debt,’ 
there is timeliness in the following warning 
uttered recently by Governor Ben S. Paulen 
of Kansas in an address to the bankers of 
his state: 

“Our Big Joy 
of speech, 
of state 


Ride, which is but a figure 
illustrating the increase of debts 
and local governments by nearly 
seven billion dollars in the past seven years, 
is a matter of great importance. The rec- 
ords show that during this period our state 
governments contracted new debts about 
twenty times as fast as they paid off old 
debts, and state and local governments com- 
bined were going into debt more than four 
times as fast as they were before the World 
War. Isn’t it important that we clamp down 
on the brakes instead of ‘stepping on the gas’? 
Are not these matters pertinent and of vital 
concern in a consideration of these times?” 


Henry F. Frey has been elected secretary 
and assistant treasurer of the Clinton Trust 
Company of Newark, N. J. 
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Guaranty Trust Company 
of New York 


140 Broadway 


LONDON PARIS BRUSSELS LIVERPOOL HAVRE ANTWERP 


Condensed Statement, June 30, 1927 





RESOURCES 

Cash on Hand, in Federal Reserve Bank and 

Due from Banks and Bankers $185,281,239.82 
U. S. Government Bonds and Certificates.......... 26,677,069.78 
Eg a . 23,929,540.36 
Other Securities . 26,535,851.80 
Loans and Bills Purchased......................... 423,476,303.25 
Real Estate Bonds and Mortgages 2,477,913.33 
Items in Transit with Foreign Branches...........  4,688,994.11 
Credits Granted on Acceptances................... 47,888,799.12 
Real Estate .  7,472,502.75 
Accrued Interest and Accounts Receivable .  6,285,140.98 


$754,713,355.30 


LIABILITIES 


$30,000,000.00 
39,000,000.00 
2,839,229.54 


$62,839,229.54 


Accrued Interest, Reserve for Taxes, etc............ 7,931,010.78 


Acceptances 47,888,799.12 
Outstanding Treasurer’s Checks................. .. 33,571,670.32 


Deposits 602,482,645.54 
$754,713,355.30 





TRUST COMPANIES 


New York 


INTERNATIONAL ASPECTS OF NEW 
YORK SECURITY MARKET 

A number of important recent develop- 
ments have contributed to the prospect of 
New York becoming the principal interna- 
tional securities market, although that 
is still some distance ahead under even the 
favorable conditions. Aside from the 
release of certain restrictions on free trading 
of foreign securities the most important fac- 
tor is the continued growth in the amount 
of American capital placed in foreign invest- 
ments. The movement is progressive with 
sales of publicly announced foreign securities 
of $377,000,000, for the first quarter of this 
year establishing a higher record than for 
the same period last year. Up to the end of 
last year, according to tabulations of the 
Finance and Investment Division of the De- 
partment of Commerce at Washington, the 
amount of American dollars placed in for- 
eign securities reached an aggregate of $11,- 
500,000,000. 

Several restrictions on trading and trans- 
fer of foreign securities in New York 
recently eliminated. European shares 
are often drawn to bearer and under New 
York law regulating security operations, it 
was presumed that all certificates of shares 
are issued in the name of specific individuals. 
This difficulty was removed when the legis- 
lature at the last session passed the Hof- 
stadter bill which amends the personal prop- 
erty law so as to render negotiable all cer 
tificates of stock issued to bearer. The New 
York Stock Exchange has adopted a 
measure recently which permits bearer cer- 
tificates to be good delivery. Another sig- 
nificant action is that of the curb market 
in admitting to associate membership bank- 
ers and brokers connected with foreign ex- 
changes to encourage trading in foreign se- 
curities. 

Internationalization of the New York Stock 
Exchange is evidenced by listings. In 1914 


goal 


most 


have 
been 


also 





only a few foreign issues were listed. 
last annual report of the president of the 
Exchange shows 134 separate foreign govern- 
ment bond issues listed having market value 
Of $5,254,686,000, and 107 foreign company 
with value of $1,596,408,000. This 
total of nearly five billions represents nearly 
one-tenth of the total market value of secu- 
rities listed on the Exchange. Gratifying as 
this showing is, New York listings are still 
far behind the number the 
London Stock Exchange which reported on 
January Ist, total listings to the 
number of 5556. 

One method of trading in foreign shares 
in the past has been through trust certifi- 
cates. These are issued by a trustee, a trust 
company, or by the trust department of a 
bank, which holds the foreign securities as 
collateral in escrow. Such banker’s shares 
have already been listed on the New York 
Stock Exchange. However, this method is 
open to objection in that it locks up a con- 
siderable block of shares in one security mar- 
ket in an inflexible trust. Direct listing and 
trading in foreign shares is theoretically 
more desirable, but practically more difficult. 


The 


issues 


and volume on 


foreign 


SPECIAL INTEREST ACCOUNTS IN COM- 
MERCIAL BANKS AND TRUST 
COMPANIES 


tabulation 
twenty-four of the national and state banks 


A recent shows that all 


but 
and trust companies of Greater New York 
maintain special interest accounts where in- 
terest is paid and funds are held much in 
the same fashion as in savings banks. In 
Manhattan seventy-five national and state 
banks and trust companies have special in- 
terest departments. The tabulation further 
shows that savings or special interest ac- 
counts in New York state banks amount to 
$496,000,000 ; in trust companies to $771,000,- 
000, and in national banks to $897,000,000, 
a total for these banks and including private 
banks of $2,180,000,000, as against deposits 
of $3,738,000,000 in mutual savings banks. 
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THE NATIONAL PARK BANK 
of NEW YORK 
Established 1856 214 BROADWAY 
Uptown Offices: Park Ave. and 46th St. Seventh Ave. and 32nd St. 


Banking In All Its Branches ? onan 


CHARLES SCRIBNER 
. °° RICHARD DELAFIELD 
Commercial and Travelers’ Credit issued; Cor- FRANCIS R. APPLETON 
respondents in all principal Cities in the World. ComMELius VANDERBILT 
Foreign Exchange bought and sold. Corporate 
and Personal Trusts; Safekeeping of Securities; 


GILBERT G. THORNE 
; : WILLIAM VINCENT ASTOR 
Collection of Income. Investment Service for 


JoserpH D. OLIVER 


THOMAS F. VIETOR 
Joun G. MILBURN 

Customers. 

at moderate rental. 
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Safes in our Safe-Deposit Vaults 


CAPITAL, SURPLUS AND 
UNDIVIDED PROFITS - $34,000,000 


Lewis Cass LEDYARD, JR. 
Davip M. Goopricu 
EuGENIuS H. OUTERBRIDGE 
KENNETH P. Bupp 

Joun H. FULTON 

FRANK L. POLK 
BENJAMIN Joy 

} Gerorce M. Morrett 











EARNINGS OF CENTRAL UNION TRUST 


COMPANY 

From the standpoint of earning capacity 
the Central Union Trust Company of New 
York is well toward the top of the list of 
large New York banks and trust companies. 
Comparison of the official returns for the 
year to March 23d shows that earnings per 
share on average capital amounted to 69.18 
per cent, with dividends, including extra, 
for the year amounting to 32 per cent. Capi- 
tal is $12,500,000, with surplus and undivided 
profits of $32,829,000, the latter total repre- 
senting a gain of over four and a half mil- 
lion during the twelve-month period. Depos- 
its earlier in the year amounted to $270,000,- 
000. 


NEW YORK TRUST COMPANY 

Since 1921 when the New York Trust Com- 
pany absorbed the Liberty National Bank, 
the capital has been maintained at $10,000,- 
000, while surplus and undivided profits have 
increased to $22,550,000, the latter figure 
showing an increase of over two millions 
during the past year. Deposits have increased 
since 1918 from $62,000,000, to $201,000,000. 
Earnings per share on capital have averaged 
87.38 per cent, with annual dividend rate of 
20 per cent. 


GROWTH OF EQUITABLE TRUST 
COMPANY OF NEW YORK 

The Equitable Trust Company of New 
York, which will occupy as its new home 
the building now in course of construction 
adjoining the J. P. Morgan & Company build- 
ing, has experienced remarkable growth in 
the last ten vears. Since January, 1917, de- 
posits have increased from $157,661,300, to 
$384,020,000. During the same period capi- 
tal has increased from $3,000,000, to $30,000,- 
000, with surplus and undivided profits of 
approximately $24,000,000. Last year capi- 
tal was increased from $23,000,000, to $30,- 
000,000, and since 1923 dividends have been 
at the annual rate of 12 per cent. An inter- 
esting feature of the Equitable’s expansion 
during the past decade is that only one mer- 
ger was negotiated during that period, name- 
ly the absorption of the Importers & Traders 
National Bank in 1925. 





The Seaboard National Bank of the City of 
New York has been appointed transfer agent 
of the preferred stock of Georgia-Carolina 
Ice Company. 

American Exchange Irving Trust Company 
of New York has been appointed trustee 
for an issue of $50,000,000, twenty-year 5 
per cent sinking fund gold debentures of the 
Shell Union Oil Corporation. 
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Che Corn Exchange Bank 


New York City 


CAPITAL AND SURPLUS.. 
DEPOSITS 


eee ee ewes 


$27,000,000 
- $240,000,000 


64 Branches nad in am parts of joe City of New York 


BILLS OF EXCHANGE 
CABLE TRANSFERS 


“WALL STREET” WILL CONTINUE AS 
FINANCIAL CENTER 

An exodus of business firms, legal firms 
and other establishments, which are not 
closely connected with lower Manhattan 
stock exchange or banking activities, to the 
mid-town and Grand Central zones of New 
York City, has given rise to the query, ‘Will 
Wall Street yield to mid-city and 
financial migration as _ financial center?’ 
Now comes the Committee on Regional Plan 
of New York and environs, with the reassur- 
ing verdict that Wall street will continue as 
the home of the Stock Exchange and of the 
big banks and trust companies unless some 
unforeseen peril makes the lower edge of 
Manhattan isle untenable. 

The report sets forth that organized ex- 
changes constitute the principal factor which 
will preserve the Wall street financial dis- 
trict and goes on to say: “Wall street, as 
a very complex piece of economic machinery, 
functions most efficiently when all its parts 
are properly arranged together. Nothing but 
some such catastrophe as an earthquake or 
a destructive aerial attack would be likely 
to cause the removal of the financial district 
as a whole to some other part of the city. 
It belongs where it is because of its needed 
proximity to the Port of New York, the Cus- 
tom House, the Subtreasury and the Federal 
Reserve Bank, and because it would be hard 
to arrange such a compact and well-organ- 
ized home for it anywhere else as the Wall 
street district provides. Changes are prob- 
able, however, in the direction of further 
specialization and expansion.” 


business 


Plans are in progress to consolidate three 


banks of Newburgh, N. Y., namely, the High- 
land National Bank & Trust Company, the 
Broadway National Bank and the Quassick 
National Bank, with combined resources of 
$12,000,000, 


TRUST 
DEPARTMENT 


LETTERS OF CREDIT 
TRAVELERS’ CHECKS 





AUDIT OF CORPORATE SECURITIES AT 
GUARANTY TRUST COMPANY 


Several billion dollars worth of securities 
that had been resting peacefully in the 
vaults of the Guaranty Trust Company of 
New York are ‘being subjected to an elabo- 
rate thumbing-over process which is a part 
of the procedure involved in the periodic cor- 
porate trust audit now in progress at the 
main office. The work occupies the full time 
of twenty-five people for a period of about 
two months, and consists of counting, check- 
ing and proving the securities held in thou- 
sands of corporate trust accounts handled by 
the company. At the end of the audit, each 
of these actual totals for each account must 
tally with the record of the items turned over 
to the Guaranty as trustee by corporations. 

Most of the securities held represent col- 
lateral against bond issues for which the 
Guaranty has been named trustee, certifi- 
cates to be issued against surrender of out- 
standing receipts, and certificates held in 
“live” sinking fund accounts. The total of 
these and all other classifications runs into 
billions of dollars. 


LOOSE-LEAF TAX SERVICE 
Attorneys for corporations, corporation of- 
ficials and accountants are familiar with the 
fact that it is often difficult to keep advised 
of matters in connection with franchise taxes, 
income taxes, general property taxes, and 
other additional taxes and reports, which it 
is extremely that the corporation 
give attention to at the proper time (not only 
in one state but many) in order to maintain 
the corporation’s statutory standing. 
Having this in mind, the Corporation 
Trust Company of New York has compiled 
a loose-leaf state and local tax service in 
order that persons charged with these mat- 
ters may have before them in simple form 
the necessary information. 


necessary 
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CHARTERED 1799 


BANK OF THE 
MANHATTAN COMPANY 


Capital, Surplus and Undivided Profits over $26,000,000 
Total Resources over $300,000,000 


STEPHEN BAKER, President 





UNION SQUARE OFFICE 
Broadway at |6th Street 


MAIN OFFICE 
40 Wall Street, New York City 


MADISON AVENUE OFFICE 
Madison Avenue at 43rd Street 


38 Conveniently Located Offices in Boroughs of Brooklyn and Queens 





Transfer Agent of the State of New York Since 1818. Member of the Federal Reserve System. 


FOREIGN BRANCHES OF AMERICAN 
BANKS 

the larger banks and trust 
correspondence connections 
with foreign banks in different countries the 
number of foreign branches of American 
banks has not grown to any appreciable ex- 
tent within recent years. One of the draw- 
backs is the inability to secure efficient 


While all of 


companies have 


per- 
sonnel to handle foreign offices and another 
reason is an indisposition of officials and 


employees to take up residence and vocation 


abroad. This accounts for the fact that in 
many of the foreign branches of American 


banks there are comparatively few Ameri- 
cans and the principal working force is made 
up of natives of the country where 
branches are established. 

There are in all six American banks and 
trust companies which conduct foreign 
branch offices. Five are located in New York 
and the sixth is the First National Bank of 
Boston which has important offices in South 
America. In New York the National City 
3ank has the largest chain of foreign offices, 
having taken over some months ago the nu- 


such 


merous foreign offices of the International 
Banking Corporation which was formerly 
conducted as an affiliation of the National 


City Bank. Among the trust companies the 
Guaranty Trust Company also maintains of- 
fices in London, Paris and Mexico City, and 
has valuable connections in the Far East 
through the Equitable Eastern Banking Cor- 
poration. The Empire Trust maintains a 
branch in London and the Chase National 
Bank has offices in Havana and Panama 
Canal zone. The Farmers Loan & Trust 
Company maintains offices in London and 
direct representation in Paris. 


Bank of America has been appointed trans- 
fer agent for 320,000 shares of 6 per cent 
preferred and 200,000 shares common stock 
of Federal Investment Trust, Ine. 








BANKING FACILITIES ON THE 
HIGH SEAS 

Since the Farmers’ Loan & Trust Company 
of New York established a fully equipped 
branch on the liner the Leviathan, 
this feature of service has become increasing- 
ly popular among travelers on the Atlantic. 
Practically the same conveniences as to bank- 
ing, exchange and negotiating drafts as pro- 
vided at the main office in New York are at 
the command of passengers on the Leviathan. 
Wireless communication is likewise employed 
to facilitate arrangements on this or on the 
European side. 

The Farmers’ and Trust Company 
was the first corporation in the United States 
to obtain trust powers and it is characteris- 
tic of its management that many of its of- 
ficers and have been associated 
with that organization during most of their 
banking careers. Samuel Sloan, vice-presi- 
dent, recently completed 40 years with the 
institution. The event was marked by sev- 
eral floral remembrances from his banking 
friends. The long service with 
the Farmers’, held by A. V. 
Heely, vice-president, whose association cov- 
ers a period of forty-seven years. Vice-Presi- 
dent William B. Cardozo has been with the 
company forty-five years. 


ocean 


Loan 


employees 


for 
however, is 


record 


Guaranty Trust Company of New York has 
been appointed trustee, paying agent and 
registrar under an agreement of the Cana- 
dian National Railways securing an author- 
ized issue of $15,000,000 par value series J- 
1927 41% per cent equipment trust gold certifi- 
cates, due serially from May 1, 1928, to 
May 1, 1942, $1,000,000 each year. 

The Chase National Bank of New York 
has been appointed fiscal agent for the State 
of Alabama to pay all interest checks and 
coupons from public road, highway and bridge 
and harbor improvement bonds. 
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THE OLDEST SURVIVING NEW YORK 
BANKS AND TRUST COMPANIES 

There are four banks in New York City 
which have been organized prior to 1812, 
and which have preserved their corporate 
identity. The Bank of New York, which was 
organized in 1784, which was chartered by 
Alexander Hamilton, continues its corporate 
existence as the Bank of New York & Trust 
Company, following the merger with the 
New York Life Insurance & Trust Com- 
pany in 1922. The Bank of the Manhattan 
Company has come through the intervening 
years since 1799 without submerging its 
identity. This bank was sponsored by Aaron 
Burr. In 1920 the Bank of the Manhattan 
Company absorbed the Merchants National 
Bank which was organized in 1805 as the 
Merchants Bank. The Mechanics and Met- 
als National Bank, which was _ recently 
merged with the Chase National Bank, traces 
its career to the year 1810. The City Na- 
tional Bank obtained its first charter in 
1812 as the City Bank, taking over the assets 
of the First Bank of the United States. The 
Phenix National Bank, which became the 
Chatham Phenix National Bank and Trust 
Company when the Metropolitan Trust Com- 
pany was absorbed, traces its corporate ex- 
istence to the year 1812 as the New York 
Manufacturing Company. The Bank of 
America has also retained its original char- 
ter and identity since its organization in 
1812. The oldest trust company is the 
Farmers Loan & Trust Company which was 
chartered in 1822. 


LEGAL FOR TRUST. FUNDS 

The Empire Bond and Mortgage Corpora- 
tion of New York has put out an issue of 
$400,000 guaranteed first mortgage 6 per cent 
serial bonds secured by closed first mortgage 
on land and apartment building on Sherman 
avenue between Academy and 204th streets. 
The land and building have been appraised 
by independent appraisers and the various 
other features of safety which characterize 
Empire bonds have been embraced in this 
issue which acquires legal status under New 
York law. The bonds are issued in denomi- 
nations of $1,000, $500 and $100. 

The charter for the Bedford National 
Bank of Brooklyn was issued recently by the 
Comptroller of the Currency. The capital 
is $500,000, and surplus, $250,000. Frank H. 
Tyler is president. 

Harry W. Sage and Fay E. Wright have 
been appointed assistant secretaries of the 
Rochester Trust & Safe Deposit Company, 
Rochester, N. Y. 
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First Impressions 


When a new depositor opens 
his check book and writes out 
his first check on National 
Safety Paper he recognizes in- 
stantly that you have supplied 
him with checks that are safe— 
protected against alteration. 

He is impressed with the 
quality of the paper—it is sub- 
stantial, of pleasing appear- 
ance, and easy to write upon. 

First impressions are im- 
portant. They should carry a 
promise of thoughtful service. 


George La Monte & Son 
Founded 1871 
61 Broadway, New York 


HISTORY OF THE BANK OF AMERICA’S 
SITE 
Coincident with the formal opening of the 
new home of The Bank of America at the 


northwest corner of Wall and William 
streets, a most interesting little book has 
been issued by the bank entitled “A History 
of Fifty Feet of New York.” It traces in 
pictures and story the events and environ- 
ments which are associated with the plot of 
ground which the Bank of America has oc- 
cupied for over a century. 


The premises first came into private pos- 
session as part of a farm granted to a Dutch 
trader, Jan Jansen Damen, in 1644. It then 
passed through various hands and during the 
visitations from Indians and as part of the 
defenses from which Wall Street derived its 
name, this parcel of land was used for gun 
emplacements and a principal defense. The 
book dwells upon the various conveyances 
until it came into the possession of The Bank 
of America in 1831, although the bank had 
occupied the site since 1912. The illustra- 
tions in the book are especially interesting 
and include reproductions from rare orig- 
inals, many of them in the possession of the 
historical library of the bank. 
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All Year ’Round 
Special for Banks 


Superior Transit Service 


Commerce Trust Company 


Capital and Surplus $8,000,000 
Kansas City 


JOINT MEETING OF INSURANCE TRUSTS 
AT SCHENECTADY, N. Y. 


Throughout the country the trust officers 
of banks and trust companies are joining 
forces with local life underwriters’ associa- 
tions for the purpose of stimulating interest 
in the creation of life insurance trusts. One 
of the most successful dinner meetings was 
that recently conducted by the Life Under- 
writers’ Association of Schenectady, N. Y., 
attended by 250 underwriters and including 
representatives from local trust companies 
and banks. The stellar feature was an ad- 
dress on “Life Values” by Dr. 8. S. Huebner 
of the University of Pennsylvania, in which 
he stressed the need of insurance protection. 
The facilities and services provided by trust 
companies and banks as trustee under life 
insurance trusts were described by Charles 
H. Moore, vice-president and trust officer of 
the Union Trust Company of Rochester, who 
emphasized that trust departments were not 
established primarily to serve the rich, but 
that there is every willingness to assist the 
individual who has a moderate estate or in- 
come to conserve his affairs. 

Dwight W. Mor:ow, partner in the firm of 
J. P. Morgan & Company, has been elected 
to the directorate of the International Gen- 
eral Electric Company. 








CORPORATE APPOINTMENTS FOR 
GUARANTY TRUST COMPANY 

The Guaranty Trust Company of New York 
announces that it has received the following 
appointments: Transfer agent for 200,000 
shares of 6 per cent cumulative preferred 
stock of the United Cigar Stores Company 
of America; transfer agent for the first pre- 
ferred Series A stock of the American Com- 
monwealths Power Corporation; registrar 
for 300,000 shares of capital stock, without 
nominal or par value of Croft & Allen, Beth- 
lehem, Pa. 

The York Safe & Lock Company has been 
awarded the contract to install the first mod- 
ern American bank vault equipment in 
France for the Paris branch of the Equitable 
Trust Company of New York. 

Revenue receipts of the State of New 
York for the fiscal year ending June 30, 1926, 
exceeded the expenditures by $8,337,765, the 
total payments of all kinds amounting to 
$185,601,965, while the receipts reached the 
sum of. $193,939,730. 

Chatham Phenix National Bank and Trust 
Company of New York has been appointed 
corporate trustee under mortgage of the Oak- 
hurst Gardens, Inc., securing an issue of 
$410,000, 642 per cent gold bond certificates, 
due serially to April 1, 1937. 
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Mercantile Trust & Deposit Company 
OF BALTIMORE 


Established 1884—Forty - three years’ experience. 
Capital, Surplus, and Undivided Profits, $5,000,000. 


We Solicit Your Baltimore Account 


FRED. G. BOYCE, Jr., Vice-President 


HOW THE GUARANTY TRUST COMPANY 
FEEDS ITS EMPLOYEES 


The Guaranty Trust Company of New York 
maintains a restaurant for its employees 
which is quite a large business in itself. Dur- 
ing the year 1925 the company’s restaurant 
served 570,000 meals, averaging about 50,000 
a month and including over 50,000 suppers. 
During the year there were 657,600 pounds 
of meat consumed of which 214,200 pounds 
were poultry. The fare called for 124,700 
quarts of milk, twenty tons of butter, 50,000 
loaves of bread, seventy-eight tons of pota- 
toes, 100,000 portions of pie and 208,000 
dishes of ice cream. The food is not only 
excellent and well served, but costs employees 
considerably less than the average in outside 
restaurants. 


The Erie County Bankers’ Association, 
composed of officers of banks and trust com- 
panies throughout the county, was formed 
recently. George E. Merrill of East Aurora, 
president of the Erie County Trust Company, 
was elected chairman. 

In addition to having been appointed de- 
pository for funds of the City of New York, 
the Times Square Trust Company of New 
York has been designated a depository for 
funds of the State of New York. 


Elijah P. Smith, former member of the 
dry commission firm of Woodward, 
Baldwin & Company of New York, left an 
estate appraised at $5,583,410 and 
$5,404,877 net. 


goods 
gross 


J. Lucas Williams, formerly vice-president 
of the Bank of Italy in California, has been 
elected an assistant vice-president of the 
Interstate Trust Company; Claude H. Mere- 
dith, an assistant secretary, and John T. 
McMahon and Zimri C. Oseland, assistant 
treasurers. 


A. H. S. POST, President 


A POPULAR PERSONALITY AT THE 

CHATHAM AND PHENIX NATIONAL 

One of the most popular members of the 
official corps at the Chatham Phenix Na- 
tional Bank and Trust Company of New 
York is Norborne P. Gatling, one of the vice- 
presidents of that big bank. His desk is 
the favorite trysting place for the numerous 
correspondents of the bank, especially those 
who come from the South, where Mr. Gatling 
was born and received his early training. His 
duties at the Chatham Phenix National cover 
a broad sphere and his abilities as an execu- 
tive and business-builder as well as his large 
circle of loyal friendships, have played a 
very considerable part in the tremendous 
growth of that bank. 

Mr. Gatling’s career is one of unusual in- 
terest. His early youth was spent on a farm 
in Prince George County, Virginia. At the 
age of fifteen he yielded to the lure of city 
life and acquired a business training in 
Richmond. Then his ambitions turned toward 
banking. From 1903 to 1911 he served as 
secretary of the Virginia Bankers’ Associa- 
tion and his valuable labors in that capacity 
brought him into a widening circle of bank- 
ers. After an association with the Mer- 
chants National Bank of Philadelphia, he 
was induced by Louis G. Kaufman, president 
of the Chatham Phenix National to come to 
New York as assistant cashier of the bank. 
In 1913 he was elected a vice-president and 
in 1916 became a member of the board of 
directors. When Mr. Gatling began his con- 
nection with the Chatham Phenix the bank 
had resources of $15,000,000. The latest 
statement shows resources of $277,000,000; 
deposits of $229,000,000; capital $13,500,000; 
surplus and undivided profits of $13,655,277. 


William E. Cable, Jr., cashier of the Han- 


over National Bank of New 
elected vice-president 


York, has been 


and comptroller. 
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Established 1851 


THE 


Hanover National Bank 


OF THE CITY OF NEW YORK 


CAPITAL - - - ° ° 


$5,000,000 
SURPLUS AND PROFIT - - » 


$26,000,000 


Head Office Corner Nassau and Pine Streets 
Branch Offices 


135 WILLIAM STREET 


S74 BROADWAY 224 West 47TH STREET 
97 WARREN STREET 136 East 34TH STREET 773 Tuirp AVENUE 
260 West Broapway 596 SIxTH AVENUE 151 East T9TH STREET 


402 Hupson STREET 


Banking 


220 SEVENTH AVENUE 


and Trust Facilities 








CONDITION OF GREATER NEW YORK TRUST COMPANIES 


Surplus and 
Undivided 








Capital Profits, Deposits, Par Bid Asked 
June 30, 1927 June 30, 1927 

American Exchange Trust Co.. . .832,000,000 $29,772,500  $602,932,300 100 367 372 
American Trust Co............ 4,000,000 3,675,300 57,940,400 100 
Anglo-South American Trust Co. . 1,000,000 625,400 12,708,400 
Banca Commerciale Italiana Tr. Co. 1,000,000 966,600 12,027,200 
Banco di Sicilia Trust Co........... 700,000 362,200 15,747,300 
Bank of Athens Trust Co........ s 500,000 511,400 2,349,400 
Bankers Trust Co................. 20,000,000 38,507,100 520,645,200 100 830 840 
Bank of Europe Trust Co.......... 1,000,000 666,000 13,935,700 100 315 340 
Bank of N. Y. & Trust Co.......... 6,000,000 12,326,700 95,378,300 100 665 680 
Bronx County Trust Co............ 1,250,000 865,900 18,196,200 100 320 340 
ee” Ee 2,000,000 5,494,100 71,105,800 100 1000 
Central Mercantile Bank Trust Co... 2,500,000 1,976,760 50,034,800 100 330 340 
Central Union Trust Co............ 12,500,000 32,897,500 330,278,600 100 1125 1150 
Corporation Trust Co.............. 500,000 181,600 100,000 100 ee 
{ ounty Trust Co.. 1,000,000 637,900 12,476,900 100 330 350 
I EE SMD ca dicks sponse ces 4,000,000 4,375,400 71,532,300 100 440 450 
EN Le re 30,000,000 23,770,300 476,017,100 100 355 365 
Farmers Loan and Trust.......... 10,000,000 20,979,500 144,356,700 100 620 640 
Federation Bank and Trust......... 750,000 960,200 17,460,000 taht 
er 4,000,000 3,339,500 48,101,800 100 320 330 
NG ie cunning iu eds oa 1,000,000 1,485,600 15,820,500 100 500 525 
<gunremty Trust Co........<......% 30,000,000 32,839,200 626,748,500 100 493 498 
Internat’] Accept. Securities & Tr. Co. 500,000 631,200 10,011,100 ; 
pmeeeetnte Trast Co....5....ccccce. 3,800,000 1,476,500 23,626,200 100 245 255 
Kings County Trust Co............ 500,000 5,301,200 33,100,800 100 2300 2500 
Ee 3,000,000 3,515,400 23,242,500 100 
Manufacturers Trust Co........... 10,000,000 16,767,300 212,388,300 100 900 915 
Midwood Trust CGo................ 1,000,000 524,100 11,028,600 100 265 275 
eS 1,000,000 1,037,200 5,904,600 100 225 235 
ge fo ye. ES ee 10,000,000 22,575,500 260,194,400 100 655 665 
TE os ss cocnees snot 700,000 331,600 5,013,300 100 200 210 
Times Square Trust Co............ 2,000,000 506,300 5,534,800 100 145 150 
Title Guarantee & Trust....... 10,000,000 19,642,600 49,997,700 100 715 730 
Trust Co. of North America........ 500,000 217,800 4,639,300 
U. 8. Mortgage & Trust 3,000,000 5,005,100 75,460,100 100 550 575 
United States Trust Co............ 2,000,000 20,706,700 49,818,000 100 2250 2350 
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Philadelphia 


Special Correspondence 
FIDUCIARY FACILITIES FOR PENNSYL- 
VANIA CORPORATIONS 

Complaint is frequently expressed in local 
financial and business circles that much of 
the trade and the financing of corporations 
which logically belongs to and should be trans- 
acted through this city, has been diverted to 
New York and other centers. Vigorous ef- 
forts have been made within recent years by 
commercial and other organizations to give 
to Philadelphia the importance which it de- 
serves as a port of entry and distribution. 
This movement has not without tan- 
gible results as evidenced by increase in 
port statistics and improvements in ship- 
ping. The same may not be said, however, 
as regards financing of Pennsylvania cor- 
porations and preventing fiduciary business 
which should be conducted by Philadelphia 
and Pennsylvania trust companies, from slip- 
ping to New York. Totals of stock and bond 
transactions here are still lamentably small 
as contrasted with New York and the rela- 
tive volume of securities created by Penn- 
sylvania corporations. 


been 


Philadelphia banking and fiduciary inter- 
ests are properly ambitious to develop their 
command of financing and of attending to 
the fiduciary requirements of corporations 
which dispose of the bulk of their securities 
to investors in this community. The reason 
for diversion of a considerable part of the 
fiduciary business for corporations is not due 
to any lack of facilities on the part of Phila- 
delphia trust companies, but to arbitrary re- 
straints over which they have thus far not 
exercised any control. One of these is the 
restriction on the legal rate of interest to 
6 per cent. This operates not only in times 
when money and borrowing rates are high 
upon the volume of stock exchange transac- 
tions but forces corporations to do their fi- 
nancing and borrowing in New York or else- 
where where no such legal 
interest obtains. 

Numerous Pennsylvania 
cause of the operation of 
listed their and bonds on the New 
York Stock Exchange. At times when in- 
terest rates were high or money rates scarce 
in past years, the corporations have been 
obliged to go to neighboring states for the 
formality of executing their contracts and 
mortgages. This has deprived Philadelphia 
and indeed trust companies in the larger 
cities of Pennsylvania, of a good deal of 
business as trustees for hundreds of millions 


restriction on 


corporations, be- 
this law, have 
shares 


The Franklin 
Fourth Street 
National Bank 


1416-1418 Chestnut Street 
131-141 So. Fourth Street 


32nd St. and Lancaster Ave. 


Capital - - - $6,000,000 
Surplusand Profits over $18,750,000 


J. R. McALLISTER 
Chairman of the Board 


E. F. SHANBACKER 


President 


of corporate bonds. Because of the 6 per 
cent limitation on interest rate, the trust 
companies of Pennsylvania are prevented 
from acting as trustee for any bond for any 
corporation which bears a rate of interest 
above 6 per cent. This limitation may not 
be a deciding factor when interest and bor- 
rowing rates are low, but the tendency is 
for corporations to continue their fiduciary 
contacts in New York and elsewhere. 

Efforts have been made to remedy this 
embargo on trust companies and financial 
interests by securing legislative amendments, 
but thus far without success. Such proposed 
legislation was designed to enable corpora- 
tions to contract for payment of interest at 
a rate in excess of 6 per cent, but not ex- 
ceeding 8 per cent per annum. 

Philadelphia trust companies have also 
lost considerable transfer business to New 
York because of the rule of the New York 
Stock Exchange which obliges a corporation 
whose securities are listed on that Exchange 
to have a transfer office in that city. This 
has had the effect of transferring executive 
and financial headquarters to New York, 
despite the fact that such corporations con- 
ducted the bulk of their business or main- 
tained their plants in Pennsylvania. 
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WASHINGTON LOAN 
and TRUST COMPANY 








WASHINGTON, D. C. 


THE FIRST TRUST COMPANY IN THE NATIONAL CAPITAL 
FISCAL AGENT OF THE ARMY AND NAVY CLUB 
TRUSTEE OF THE WASHINGTON FOUNDATION 
TREASURER OF ENDOWMENT FUND, THE AMERICAN NATIONAL RED CROSS 


900-902 F Street, N. W. 
616-620 17th St., N. W. 


JOSEPH WAYNE’S CONTRIBUTION TO 
BANKING 


Despite his active devotion to work and 
his responsibilities as president of the larg- 
est national bank in Philadelphia and the 
Keystone State, Joseph Wayne, Jr., has al- 
ways found time to give attention to the 
broader constructive interests of local and 
national banking developments. He was re- 
cently elected a member of the advisory 
board of the Robert Morris Association. He 
has been president of the Pennsylvania 
Bankers’ Association, president of the Phila- 
delphia Group of the Pennsylvania Bankers’ 
Association and served for a number of 






JOSEPH WAYNE, JR. 
President of Philadelphia-Girard National Bank 


Resources over 
$15,000,000.00 


JOHN B. LARNER, 
President 








years as a member of the Clearing House 
Committee of the Philadelphia Clearing 
House Association. Also he was for several 
years a member of the Executive Committee 
of the American Bankers’ Association. 

Mr. Wayne is a graduate of the German- 
town Grammar School and the Philadelphia 
Manual Training School. He entered the 
employ of the Girard National Bank in 1890 
as a clerk. His energy, ability and clear 
thinking won for him ready recognition and 
promotion followed rapidly, he being elected 
president of the Girard National Bank in 
1914. Upon the merger of the Philadelphia 
National Bank and the Girard National 
Bank April 1, 1926, he was elected to the 
presidency of the combined institutions, 
which have resources of $237,891,000. 

Mr. Wayne is a director of many leading 
financial institutions and corporations, among 
which are the Federal Reserve Bank of 
Philadelphia, the Provident Trust Company, 
the Germantown Trust Company, the Provi- 
dent Mutual Life Insurance Company, Penn- 
sylvania Fire Insurance Company, the In- 
surance Company of North America, the 
Philadelphia and Reading Coal and _ Iron 
Company, the Lee Tire and Rubber Company, 
and the Independence Indemnity Company. 


The directors of the Chelton Trust Com- 
pany of Philadelphia have authorized trans- 
fer of $300,000 from undivided profits to sur- 
plus and declared an extra dividend of 1 
per cent in connection with the last quarterly 
distribution of 4 per cent. 


The first statement issued by the First 
Bank and Trust Company of Washington, 
Pa., which was recently formed by the mer- 
ger of the First National Bank and the Real 
Estate Trust Company, shows capital of 
$600,000, with surplus and profits amounting 
to $636,443.38, deposits of $6,019,153.30. 
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Prompt Attention 
to Your Chicago Business 


In every department, the Chicago Trust Company main- 
tains an organization trained to handle every item of out-of- 
town business with speed and accuracy. 


Let us exchange ideas on the various methods 
of handling this or that phase of trust service. 
It is a profitable practice and we should like 


to see it grow. 


CHICAGO TRUST COMPANY 


LUCIUS TETER, President 





MERGER TENDENCIES IN PHILADELPHIA 

While the tendency to merge banks and 
trust companies in Philadelphia has not been 
so pronounced as in some other large cities, 
the movement appears to be gaining momen- 
tum. As regards the larger national banks 
there has been a considerable realignment 
during the past few years, including the 
Philadelphia-Girard and the Franklin-Fourth 
Street consolidations. The most important 
mergers among the trust companies have 
been those of the Fidelity and Philadelphia 
trust companies and the more recent merger 
of the Provident with the Commonwealth 
Title Insurance and Trust Company, together 
with the triple alliance between the Colonial, 
the Peoples and Excelsior trust companies. 

There remains, however, considerable 
ground to cover in Philadelphia relative to 
mergers among the smaller trust companies. 
There are not less than eighty-three trust 
companies in operation in Philadelphia, while 
in New York City trust companies with five 
times more deposit totals, number only thirty- 
four. Of the eighty-four trust companies in 
this city there are fifty-seven with capital 
each of $500,000, and less, and with over 70 
per cent of total trust funds reported by only 
ten trust companies. 


JOHN W. O’LEARY, Vice-President 





To create a more wholesome banking situa- 
tion in Philadelphia it would be desirable 
to encourage further mergers between small- 
er and more recently organized trust com- 
panies, some of which find it difficult to earn 
their keep in view of the competition. The 
spread of trust companies also suggests the 
advisability of the state banking department 
exercising greater discretion as regards ap- 
plications for new charters, especially in dis- 
tricts already abundantly supplied with bank- 
ing and trust company facilities. 


GROWTH OF NORTHWESTERN TRUST 
COMPANY 

A recent statement of the condition of the 
Northwestern Trust Company of Philadel- 
phia shows total resources of $12,890,287, 
with capital stock $150,000; surplus and 
undivided profits $1,300,000, and deposits 
$11,440,287. This company is twenty-two 
years old and has met with exceptional suc- 
cess. It pays dividends at the rate of 40 
per cent per annum. 


Frederick P. Woll has been elected a di- 
rector of the Industrial Trust, Title & Sav- 
ings Company of Philadelphia. Harry Mar- 
shall was chosen assistant treasurer. 
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NEW OFFICERS AT WEST END TRUST 
COMPANY 

At a recent meeting of the directors of the 
West End Trust Company of. Philadelphia 
a number of official changes and promotions 
were made, Anthrim H. Jones, who has been 
elected a vice-president, was at one time as- 
sociated with the Central National Bank 
and more recently with George H. McFadden 
& Brother, cotton merchants. Samuel L. 
Hayes, who has been secretary of the com- 
pany for a number of years, also was elected 
a vice-president, and Francis T. Reinhart, 
newly elected treasurer, had served as as- 
sistant treasurer and assistant secretary for 
a long time. Mr. Hayes continues as secre- 
tary and Mr. Reinhart also will occupy his 
former post of assistant secretary. Other 
officers of the company are J, Willison Smith, 
president; William L. Nevin, vice-president ; 
John M. Strong, trust officer and real estate 
officer, and Frank G. Treston, assistant sec- 
retary and assistant treasurer. 

The West End Trust Company has shown 


substantial growth during recent years. Re- 
sources amount to approximately $24,000,- 


000; deposits $18,000,000 ; capital $2,000,000 ; 
surplus and undivided profits $3,415,000. 
Trust funds amount to over $12,000,000, and 
corporate trusts over $18,000,000. 





STUDY OF LIFE INSURANCE AND LIFE 
VALUES 

There is a startling discrepancy between 
the amount of insurance carried on life 
values and the amount carried upon prop- 
erty values which is probably due to a mis- 
taken idea that life insurance is something 
vague and indefinite. One of the most in- 
structive studies as to life values in relation 
to insurance is that prepared by Dr. 8. 8. 
Huebner, Ph. D., professor of Insurance and 
Commerce at the Wharton School of Finance 
and Commerce of the University of Penn- 
sylvania. The treatise was prepared at the 
request of William Robert Wilson, president 
of the Guardian Trust Company of Detroit, 


and published by the company in booklet 
form. It is well worth reading by all those 


engaged in life insurance business and es- 
pecially by banks and trust companies inter- 
ested in developing public attention as to the 
advantages of creating life insurance trusts. 

Five directors of the Commonwealth Title 
Insurance and Trust Company of Philadel- 
phia, whose term had expired, were re-elected 
by stockholders at the last annual meeting. 
They are Francis E. Brewster, Frederick Mc- 
Owen, Arthur B. Huey, Nathan Hayward 
and Charles J. Biddle. 
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of NORTH AMERICA® 
TRUST COMPANY 


PHILADELPHIA 











The Fidelity-Philadelphia Trust Company 
reports surplus and undivided profits as of 
June 30th of $24,598,275, and deposits of $84,- 
151,136.34; trust funds of $638,062.109 and 
corporate trusts amounting to $896,498,500. 

The United Life Insurance & 
Trust Company has just taken possession of 
its new banking offices in the recently com- 
pleted unit of the Public Ledger building. 

Clarence C. Brinton continues as president 
of the Germantown Trust Company of Phila- 
delphia, following the merger with the Pel- 
ham Trust Company. The former Pelham 
office at Germantown avenue and Pelham 
road is continued as a branch office. 

The Philadelphia-Girard National Bank 
reports as of June 30th surplus and net prof- 
its of $20,886,182.13 and deposits of $1990,- 
571,707.47. Its capital stock is $8,000,000. 

“The Conservation of Your Wealth,’ is the 
title of a booklet recently issued by the Bank 
of North America and Trust Company of 
Philadelphia, in which special attention is 
given to the advantages of living or volun- 
tary trusts. 


Security 








SHOW PRONOUNCED GAINS 

Trust companies of Pennsylvania hold over 
70 per cent of the combined resources report- 
ed on March 23, 1927, by all the state banks, 
trust companies, savings institutions and 
private banks subject to state supervision. 
Of aggregate resources of $3,341,176,699, the 
trust companies reported $2,405,674,330. Of 
particular interest is the fact that the trust 
companies also are credited with more than 
85 per cent of the net increase in combined 
resources during the year covering April 12, 
1926, to March 23, 1927. The total increase 
was $198,304,056, and of this amount the 
trust companies reported $160,317,041. 

Taking the combined returns of the na- 
tional banks of Pennsylvania as of Decem- 
ber 31, 1926, and the March 23, 1927, state- 
ments of all state institutions, there is 
shown a combined banking power of $6,473,- 
977,000 for Pennsylvania, of which the state 
institutions have $3,341,176,000 and the na- 
tional banks $3,132,801,000. It will be seen 
that the state institutions in Pennsylvania 
have an excess of over $200,000,000 resources 
over those held by the national banks. As 
compared with the State of New York the 
combined banking power of Pennsylvania is 
about one-third that of the Empire state. 
On December 31, 1926, the combined banking 
power of all banks in New York, including 
national and state banks, trust companies 
and savings institutions, amounted to $18,- 
912,094,000. 


At the close of business June 30th the 
Franklin-Fourth Street National Bank had 
total resources of $154,284,311 and deposits 
of $123,528,974. Capital of the Franklin- 
Fourth Street National Bank is $6,000,000; 
surplus, $15,000,000, and undivided profits, 
$5,788,515, after deducting $300,000 for pay- 
ment of the quarterly dividend on July Ist. 


Horace C. Beitzel, who was recently ap- 
pointed cashier of the Penn National Bank 
of Philadelphia, has been also elected vice- 
president. 

Directors of the Federal Trust Company of 
Philadelphia have declared a _ semi-annual 
dividend of 7 per cent, an increase of 1 per 
cent, placing the stock on a 14 per cent an- 
nual basis. The sum of $50,000 was added 
to surplus, making that account $400,000. 

C. Lester Mathias has been appointed as- 
sistant secretary-treasurer of the 
wealth Trust Company of 


Common- 
Harrisburg, Pa. 


Stockholders of the company at their annual 
meeting elected John T. Brady, attorney, and 
Frank A. Slack, president of the Central Con- 
struction Corporation, as directors. 
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In Chicago 


A Bank of Character 
and Strength—com- 
pletely equipped and 
officered in all de- 
partments of Com- 
mercial and Trust 
Banking—is ready to 
render real service 
to you. 


CENTRAL 
TRUST 


COMPANY 
OF ILLINOIS 


125 West Monroe Street 
at La Salle 
Chicago 
CAPITAL & SURPLUS 
$9,000,000 
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CONDITION OF PHILADELPHIA TRUST COMPANIES 


Capital 
i eS a rr $1,000,000 
American Bank & Trust Co........... 500,000 
Bank of North America & Trust Co.... 5,000,000 
Central Trust & Savings.............. 750,000 
ke SY 9 “ee ees 1,875,000 
Commonwealth Title Ins. & Trust Co.. 1,500,000 
Continental Equitable................ 1,C00,000 
oe | ee eee 200,000 
Fidelity-Philadelphia Trust Co........ 6,700,000 
NNN RENE CIB, nc c'acs asieeveseees 250,000 
EE UME EID. os ono secs ceeewd sey 3,000,000 
Oe ee 1,000,000 
Dn lat mee be 3,000,000 
Guarantee Trust & Safe Deposit....... 1,000,000 
ee re 500,000 
Ne ae wine wa a 750,000 
eo acces she wseeee 500,000 
Land Title & Trust Co................ 3,000,000 
Market St. Title & Trust....... .....+ 1,000,000 
Mutual Trust Co..................... 1,000,000 
Ninth Bank & Trust........... - 1,000,000 
North Philadelphia Trust............. 560,000 
ES 500,000 
Northwestern Trust Co............... 150,000 
Penna. Co. for Insurances............. 4,000,000 
Provident Trust. . 2,000,000 
Real Estate Title Ins. eee... vtec 2,000,000 
Real Estate Trust...... re eee FY 
ONO ee 750,000 
United Sec. Life Ins. & Trust.......... 1,000,000 
ge YE a ee 2,000,000 
West Philadelphia Title & Trust....... 500,00u 


DISCRETIONARY POWERS IN LIFE 
INSURANCE TRUSTS 

address before the West Virginia 
Corporate Fiduciary Society, Mr. Will H. 
Davisson, trust officer of the Union National 
Bank of Clarksburg, cited some actual ex- 
periences in writing and conducting life in- 
surance trusts. Relative to discretionary 
powers he said: 

“Life insurance trust agreements should 
be drawn giving large discretionary powers, 
both as to disbursements to beneficiaries and 
the handling of the trust, in an investment 
way, to the trustee. The investment con- 
ditions change frequently, as does the con- 
dition of the beneficiaries. The Union Na- 
tional Bank was appointed trustee only last 
September upon a petition drawn by a very 
conservative attorney who limited us in in- 
vesting the proceeds of this estate in West 
Virginia Bonds and U. S. Bonds, paying at 
least 4 per cent. There were $5,000 worth 
of Second Liberty Loan Bonds that are called 
for November 15th of this year. We sold 
these bonds and reinvested the funds in West 
Virginia Roads Bonds paying about 4.10. If 
money should get much cheaper it will be 
difficult for us to comply with the terms of 
this trusteeship. 

“The tendency 


In an 


is to draw wills, trustee- 


Ships, etc. so as to give the executor or trustee 


Surplus and 


Undivided 
Profits, Deposits, 

Mar. 23, Mar. 23, Par Last Date of 
1927 1927 Value Sale Sale 
$1,138,063 $4,201,581 100 270% 6— 8-27 
668,947 3,594,952 50 19114 6-29-27 
7,109,686 48,041,713 100 389 7-13-27 
1,729,537 4,837,735 50 199% 2-16-27 
2,100,190 41,094,411 50 222 6-15-27 
4,798,109 11,155,431 100 62534 5-25-27 
2,308,133 2,208,345 50 270 6-22-27 
451,544 6,332,422 100 526 12-16-25 
25,539,825 81,987,883 100 70744 6-29-27 
1,131,376 9,351,078 50 232 10-21-25 
3,353,370 34,760,451 100 »=516 5-18-27 
2,135,666 18,459,664 100 55214 1-12-27 
12,159,897 58,700,294 100 1370 6-22-27 
1,654,427 11,323,442 100 33014 5-11-27 
2,191,030 10,475,580 50 455 5-25-27 
4,135,031 17,387,606 50 550 7-13-27 
1,568,903 13,537,348 50 8355 2-17-26 
14,163,325 22,244,109 100 +817 5-25-27 
2,910,340 13,402,545 50 430 4-20-27 
789,165 9,120,853 50 15514 7— 6-27 
2,257,149 16,259,376 100 468 2-— 9-27 
1,088,402 9,220,818 50 372 5-18-27 
3,430,840 13,742,649 100 990 5-25-27 
1,307,242 4,179,401 50 = 610 12-22-26 
18,121,678 64,143,348 100 89414 7-13-27 
9,194,664 15,489,773 100 805 6-29-27 
4,325,795 8,546,715 100 550 3-12-24 
1,609,295 6,890,807 100 220 5-18-27 
679,342 4,870,515 50 170 7-— 6-27 
1,311,837 6,824,876 100 216% 5-11-27 
3,415,472 17,963,615 100 §=385 5-18-27 
1,060,699 8,766,182 50 245% 6-22-27 


more discretionary power. I like some such 


clause as Chief Justice Fuller had in his 
will naming a trust bank as trustee. It was, 


‘In short, I impart to said executor and trus- 
tee all the powers that I myself possess in 
effectuating the settlement of my estate.’ A 
clause of this kind covers about everything. 

The Colonial Trust Company 
Pa., recently celebrated 
niversary. Fred C. 
James Guy Marshall, 
retary. 

Thomas H. Hartman has been elected pres- 
ident of the Lawrence Savings and Trust 
Company of New Castle, Pa., succeeding E. E. 


of Farrell, 
its twenty-fifth an- 
McGill is president and 
vice president and sec- 


McGill, resigned. Frank A. Schultz, former 
treasurer, has been elected executive vice- 
president. 


The Lincoln Deposit Bank of Wilkes-Barre 
has received authority from the State Bank- 
ing Department to organize a trust depart- 


ment. Miller Frederick was recently elected 
president. 


Mrs. C. H. Patterson was elected assistant 
secretary of the Dollar Title & Trust Com- 
pany of Sharon, Pa. 

The newly remodeled home of the North 
Branch Title & Trust Company at Sunbury, 
2a., Was opened recently and attended by 
over 4,000 people. 
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Boston 


Special Correspondence 


TAXATION OF SAVINGS DEPOSITS IN 
MASSACHUSETTS BANKS AND 
TRUST COMPANIES 


The laws of Massachusetts provide that 
savings banks and trust companies having 
savings departments shall pay an annual tax 
of one-fourth of one per cent upon the aver- 
age amount of such deposits bi-annually. 
The Supreme Judicial Court of Massachu- 
setts recently rendered a decision on an ap- 
peal for incorrect assessment by the Provi- 
dent Institution for Savings. Section 12 of 
the law provided for the exemption from 
such taxation of so much of said deposits 
invested in investments of 
deposits including “real estate used for bank- 
ing purposes.” In assessing the tax due from 
plaintiff for a certain six months’ period the 
commissioner had deducted from the average 
amount of its deposits for that period the 
full amount invested in real estate used for 
banking purposes; but he declined to deduct 
the full amount of the remaining items ex- 
empt under Section 12 and ruled that in 
assessing this tax plaintiff was entitled to a 
deduction only of such proportion of the re- 
maining items mentioned in Section 12 as 
the total average deposits of the bank for 
the period bore to the total obtained by add- 
ing to the total average deposits the average 
amount for the period of the guaranty fund 
and the average amount of all profits and 
income accounts. 


seven classes of 


The court held, that plaintiff was entitled 
to recover the excess claimed. The commis- 
sioner in assessing the tax should have done 
so by deducting from the average amount 
of deposits the full amount of all the items 
included in Section 12. The apportionment 
by the commissioner of the total of these 
items (except the amount invested in real 
estate used for banking purposes) between 
average deposits and the guaranty fund and 
the profits and income accounts was con- 
trary to the express provisions of the stat- 
ute and it deprived the plaintiff of the total 
exemption to which it was entitled. The tax 
in question was not a property tax upon the 
plaintiff, but was an excise imposed upon 
the privilege of using its franchise, that is, 
a tax upon the right to conduct its business. 


The Merchants National Bank of Worces- 
ter, Mass., reports resources of $30,904,000 ; 
deposits, $26,918,000. 


Capital 
$3,000,000 


$3,500,000 


Cordial Cooperation 


in handling Boston 
and New England 
banking and fidu- 
ciary matters with 
promptness and ef- 
ficiency is to be 
found at 


The STATE STREET TRUST 
COMPANY 


ALLAN Fores, President 
BOSTON, MASS. 





Member Federal Reserve System 














TRUST SERVICE AT FIRST. NATIONAL 
OF BOSTON 

The First National Bank of Boston was 
one of the first banks to avail itself of the 
powers granted under the Federal Reserve 
Act to enable national banks to engage in 
trust business. The management embarked 
upon the field with a true sense of responsi- 
bility and needed equipment as well as char- 
acter of personnel. The result is evident in 
the big volume of both individual and estate 
business, as well as corporate trusts and 
transfer operations which are under the ad- 
ministration of its trust department officials. 
What is perhaps most interesting is that 
the trust department has the genuine cooper- 
ation of officers and employees of other de- 
partments and obtains 100 per cent coopera- 
tion from directors. The strong directorate 
of the First National is one of the most 
valuable assets both from the trust depart- 
ment as well as the banking standpoint. As 
the largest bank in New England, the First 
National reported in a recent statement to- 
tal resources of $330,619,000; capital $20,- 
000,000; surplus $20,000,000, and undivided 
profits of $4,095,828. 











aE Se: 


ee hae 











Fy 





106 TRUST COMPANIES 














Worcester Bank & Trust Company 


Worcester, Mass. 
Member Federal Reserve System 


CM FB ae President 
SAMUEL D. SPUBB........20s+ Vice-President 
CHARLES A. BARTON. Vice-Pres. and Tr. Officer 
BERTICE F. SAWYER.......... Vice-President 
WARREN 8. SHEPARD......... Vice-President 


ARTHUR C. GLASS..Vice-President and Actuary 


FREDERIC C. CONDY,. 


Deposits, over $34,000,000 


Ee es EEE, . 53a wes 0s esdn Treasurer 
FREDERICK M. HEDDEN.......... Secretary 
Ji s@ © 3) >, ae Asst. Treasurer 
CHARLES F. HUNT............4 Asst. Treasurer 
BURT W. GREENWOOD.......2 Asst. Treasurer 
FREDERICK A. MINOR.............. Auditor 


same Asst. Trust Officer 


Trust Funds, over $16,000,000 


Capital, Surplus and Undivided Profits, over $3,500,900 
WORCESTER’S LARGEST COMMERCIAL BANK 


ATLANTIC NATIONAL BANK APPROACH- 
ING 100TH ANNIVERSARY 

Next year the Atlantic National Bank of 
Boston will celebrate the 100th anniversary 
of its existence. Its charter dates back to 
the early part of last century in 1828 and 
through the intervening generations the At- 
lantic National and its corporate forebears 
have weathered successive periods of chang- 
ing financial weather, gaining strength and 
patronage. Many of the business and indi- 
vidual accounts on its books have been car- 
ried on by families from sire to son and the 
names include some that are associated with 
important developments in New England his- 
tory. Despite the fact that traditions and 
policies have been upheld by successive ad- 
ministrations, the Atlantic National is one 
of the most progressive and modern of New 
England’s big banks. 

Under George S. Mumford, the president, 
the bank has experienced its greatest meas- 
ure of progress. According to its latest 
statement, the Atlantic National has total 
resources of $135,067.463, of which $19,568.- 
673 is cash and due from banks. It has a 
capital of $6,000,000; surplus and _ profits, 
$4,597,541, and deposits of $113,380,172. 


Recent important changes in the official 
family in the trust department of the Old 
Colony Trust Company are as follows: 

Rollin B. Fisher, formerly trust officer, was 
elected vice-president; George R. Angus, for- 
merly assistant secretary in charge of the 
new business section, elected assistant vice- 
president; E. Lester Swett, formerly assist- 
ant trust officer, elected trust officer and as- 
sistant secretary; Harold B. Driver, Warren 
G. Lawson, Philip A. Scott and John Coulson, 
Jr., formerly assistant trust officers, elected 
trust officers; W. Raymond Emerson, Ab- 
bott W. Fish, Warwick V. Harris, Alden H. 
MacIntyre and Eugene G. Whittemore elected 
assistant trust officers, and Ernest B. Dustan 
elected assistant secretary. 
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SOLVING THE ESTATE PROBLEM 

An excellent contribution to current trust 
literature is a booklet recently prepared and 
distributed by the Fidelity Trust Company 
of Portland, Me., bearing the title, “Solving 
the Problems that Confront Your Estate.” 
The value and interest of the booklet is en- 
hanced by the memorandum forms which 
serve to guide those who have not given due 
attention to their estate problems, in the 
matter of preparing wills and as an aid to 
their own counsel. These suggestions and 
forms are based upon many years of adminis- 
trative experience which teach the numerous 
contingencies which must be taken into ac- 
count to have the will properly construed 
and administered. Likewise, the reader’s at- 
tention is directed to what happens to an 
estate when there is no testamentary direc- 
tion and the rigid laws of the state became 
operative and which more often than not 
defeat the cherished wishes of the testator 
when it is too late to remedy the conse- 
quences of procrastination or of ill-drawn 
wills. 

The Fidelity Trust Company of Portland 
stands easily in the van among corporate 
fiduciaries in Maine in providing not only 
the highest type of fiduciary service, but also 
in educating the public as to the advantages 
of trust company appointment as executor 
and trustee. The result of this policy has 
been to bring to the Fidelity Trust Company 
a large and rapidly increasing volume of 
trust business. A recent statement shows 
banking resources of $19,905,000, and trust 
department assets of $12,985,000. Capital is 
$400,000; surplus and undivided 
$1,056,000. 


profits 


At the recent annual meeting of the Bank 
Officers Association of Boston, Joseph E. 
Seanlon of the First National Bank was 
elected president, and William A, Chamber- 
lain of the State Street Trust Company was 
elected vice-president. 
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ADDITION FOR AMERICAN TRUST 
COMPANY OF BOSTON 


The American Trust Company of Boston 
will soon take possession of a new addition 
to it present quarters. Directly in the rear 
of its present quarters at 50 State street, a 
new building is under erection, to face on 
Faneuil Hall Square. 

The main elevation of the new building is 
designed in Colonial style, in order to har- 
monize with Faneuil Hall Square. The walls 
are faced with dark red waterstruck brick 
above a polished granite base. The window 
sills, lintels, panels, main cornice and other 
stone trim are of limestone. 

The first story of the new building will 
provide space for the stock transfer depart- 
ment and for the corporate trust depart- 
ment, as well as a new vault. A marble stair- 
case will run to the 
the trust department and vault are to be 
located. The entrance from Faneuil Hall 
Square will have bronze doors and the floor 
of the lobby will be of white Italian Carrara 
marble, the walls of Botticino marble. There 
are three stories above the first, and these 
will be used as working space for the various 
departments. <A directors’ room is planned 
for the fourth story. 

The new and old buildings will be effec- 
tively connected. The space which the offi- 
cers now occupy at the right of the State 
street entrance will be increased in size, 
partitions being erected to provide the presi- 
dent and vice-president with private offices. 
A new reception space for the public will 
be provided. The tellers will remain in prac- 


basement story where 


tically the same location as at present and 
quarters are also provided for the savings 
department which the company recently es- 
tablished. 

A recent financial statement of the Ameri- 
ean Trust Company shows total resources of 


$28,397,238 


$33,646,832; deposits, 7,231; capital, 
$1,500,000; surplus, $2,000,000, and undivided 


earnings, $792,112. 


A 
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INVESTMENT SERVICES OFFERED BY OLD 
COLONY CORPORATION 


Distinctive types of investment services 
have been developed and have proven popu- 
lar among clients of the Old Colony Corpora- 
tion, which is owned and controlled by the 
Old Colony Trust Company of Boston. For 
business and professional men a_ special 
method has been devised to accumulate eap- 
ital for their individual requirements by 
means of systematic savings. Thousands of 
investors also utilize the service of the cor- 
poration relative to periodical analysis of 
investments. There is also a service which 
enables investors to ascertain the status of 
their holdings at a glance and which en- 
lists the up-to-date statistical division of 
the corporation. The increase in number of 
clients likewise indicates that the methods 
used in selection of investments and in giv- 
ing investment counsel have effi- 
cacious. 


proven 


HARTFORD BANK AND TRUST MERGER 

Merger of the United States Security Trust 
Company and the Hartford-Aetna National 
Bank of Hartford, Conn., has been accom- 
plished under the name of the Hartford Na- 
tional Bank and Trust Company. 

The Hartford National Bank & Trust Com- 
pany the strongest in New 
England with resources of $44,000,000; trust 
funds, approximately, $60,000,000; deposits, 
$31,350,000; capital, $4,000,000; surplus, 
$4,000,000 ; undivided profits, $1,750,000. 

John O. Enders of the United States Se- 
curity continues as chairman of the board; 
Alfred E. Spencer, chairman of the Hartford- 
Aetna, becomes chairman of the executive 
committee; Henry TT. Holt, president of 
Hartford-Aetna, and Francis Parsons, vice- 
chairman of the board of the United States 
Security Trust, are vice-chairmen; and Rob- 
ert B. Newell, president of the United States 
Security, ‘becomes president. 


becomes one of 
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Capital 


ee i $1,500,000 
Beacon Trust Co 1,500,000 
Boston Safe Deposit and Trust Co...... 1,000,000 
Charleston Trust Co 2 


Exchange Trust Co 
Jamaica Plain Trust Co 
Liberty Trust Co 

New England Trust Co 
Old Colony Trust Co 
State Street Trust Co 


Surplus and 
Undivided Profits, 
March 23, 1927 
$2,940,374.38 
2,293 832.47 
4,070,638.53 
29,447.94 
129,299.11 
236,760.48 
1,063 ,589.86 

113,821.37 

791,940.08 
2,912,122.52 
16,282,731.65 
5,796,888,65 
1,506,614.94 


Assets 
Trust Dept. 
March 23, 1927 
$3,548,888.08 


Depe sits, 
March 23, 1927 
$26,256,439,54 

18,960,448.36 
17,097 ,416.76 
1,102,345.73 
1,310,318.61 
4,289,894.92 
6,282,986.05 
1,759,758.65 
6,619,734.88 
22 660,373.99 
152,633,451.88 
58,014,902.21 
9,831,852.55 


443,095.19 


294,641.67 
107,613,412.65 
136,198,297.90 

22 363,027.33 
3,669,185.93 
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Chicago 
Special Correspondence 
PROBATE RECORDS REVEAL INCREAS- 
ING USE OF TRUST SERVICE 

Not so many years ago it was possible to 
scan the daily Probate reports in Cook coun- 
ty without finding a single entry of estates 
naming a trust company as executor or trus- 
tee. The situation today is very different. 
Purely as a matter of general interest the 
trust officer of one of the Chicago trust com- 
panies recently made an examination of the 
daily probate records of Cook county to as- 
certain how many estates named trust com- 
panies and the results of his investigation 
are summarized as follows: 

“An examination of the daily Probate Re- 
ports in Cook county always reveals inter- 
esting things. For instance, on a recent day 
in which four estates were entered, two of 
them, or 50 per cent, named trust companies 
as executors, and these trust companies were 
asked to manage 72 per cent of the funds in 
the four estates. On another day, eleven 
estates were entered, and six of this number 
named trust companies as executors, but the 
striking thing on this day was that of the 
total assets in the eleven estates, 98 per cent 
of the funds were committed to trust com- 
panies, with only 7 per cent to individual 
executors. On another day, four estates 
were entered, of which three named trust 
companies, these three comprising 70 per 
cent of the total assets. Upon another re- 
cent day, there were but two estates entered, 
both naming trust companies as executors.” 

No definite figures are available as to the 
volume of trust and estate funds held by the 
trust companies of Chicago. One of the 
leading companies made the announcement 
some time ago that it held over half a billion 
trust funds and judging from approxima- 
tions given by a number of individual com- 
panies, it is not unlikely that the total for 
Chicago would range between three and four 
billions, if not more. 
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Copyright, S. W. Straus & Co. 


TRUSTEESHIP PROTECTION IN ISSUING 
REAL ESTATE SECURITIES 


In view of the general demand for protec- 
tive clauses and greater conservatism in the 
creation of real estate mortgage securities, in- 
cluding due provision for independent trustee- 
ship, the type of securities offered by the 
bond department of the Illinois Merchants 
Trust Company of Chicago may be desig- 
nated as examples of how real estate invest- 
ment and financing should be conducted. A 
recent new issue of $2,000,000 first real estate 
mortgage collateral 5 per cent gold bonds, Se- 
ries E, announced by the bond department 
of the Illinois Merchants Trust Company, 


reveals also the strong investment demand 


for such securities when duly protected. 


These bonds are the direct obligation of 
a trust created by the Illinois Merchants 
with the Chicago Title & Trust Company as 
trustee, secured by first mortgages upon the 
fee of improved real estate located in Greater 
Chicago area to the direct amount of 110 
per cent of par value of outstanding bonds. 
The 10 per cent margin of real estate mort- 
gages in excess of the par value of the bonds 
is supplied by the Chicago Title & Trust 
Company out of its own holdings and is held 
by it in a special protective fund. The Chi- 
cago Title and Trust Company also guaran- 
tees titles and attends to all details incident 
to collection of principal and interest, in- 
cluding insurance, ete. 


A recent compilation showed that four of 
the largest banks and trust companies have 
a combined advertising expenditure annually 
of over one million dollars. 

The Savings Association of Loop Banks of 
Chicago has appointed a committee to ana- 
lyze savings department operations and deter- 
mine profits with a view of recommending 
greater efficiency in operation. The commit- 
tee is headed by J. A. Dhannon, cashier of 
the Continental and Commercial Trust and 
Savings Bank. 
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Assets over $30,000,000 
No Deposits; No Demand Liabilities 
Protected Trust Investments 


CHICAGO TITLE & 
TRUST COMPANY 


IN CHICAGO 


ADOPTION OF THROUGH BILL OF 
LADING 


A campaign for adoption of the through 
bill of lading in overseas trade, as distin- 
guished from the “on board” bill of lading at 
present widely in use, has been started by 
bankers located in important shipping and 
manufacturing centers in the Middle West 
under the auspices of the Bankers Associa- 
tion for Foreign Trade. It is asserted that 
important economies would be_ effected 
through such practice; that interior banks 
could make profits on bills of lading busi- 
ness which at present is monopolized by 
seaboard banks. 

It is pointed out that in the case of an 
“on board” bill there is no time to send the 
bill to an interior bank against a letter of 
credit and then mail the bill in time for it 
to reach foreign shores coincidentally with 
the shipment of goods covered by it. In the 
ease of a “through bill” the shipment is 
merely delivered to the railroad at place of 
shipment, the railroad becoming responsible 
for loading goods on board steamship, the 
railroad making no charge for this addi- 
tional service. The through bill is banked at 
the shipper’s home bank and the documents 
go forward as rapidly as the merchandise. 


EFFICIENT USE OF BANK ADVERTISING 
APPROPRIATIONS 

The Illinois Bankers Association is the 
latest addition to the growing list of bank- 
ers’ associations which have established fa- 
cilities for members to aid in more effective 
use of advertising funds. In the larger cities 
the banks and trust companies have at their 
command the best talent to direct advertis- 
ing policy and choice of mediums. In small- 
er communities, however, the banker is often 
the prey of solicitors whose advertising 
wares may be attractively executed, but 
which often fail to yield actual results. To 
assist the country banker in the selection 
of mediums as well as to make conrections 
with well managed and successful bank ad- 
vertising purveyors, the Illinois Bankers As- 
sociation has established a special depart- 
ment. Influence will also be directed to se- 
cure joint action among local bankers to re- 
ject much of the program and so-called chari- 
table advertising which is often sheer waste 
of funds. 


The Mt. Greenwood Trust and Savings 
Bank has been organized at Mt. Greenwood, 
Ill., with Howard W. Elmore as president 
and G. L. Mussfeldt as cashier. 
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INTERESTING EXHIBIT ON BANK 
OPERATION 

A Middle Western banker recently took 
pains to gather and assemble statistics ob- 
tained from a number of banks showing 
gross income and expenses of operation. The 
completed table provides an interesting ex- 
hibit and commentary on bank administra- 
tion. The banks in this list each had re- 
sources of approximately $10,000,000. Gross 
income ranged from $460,202 to $773,233. 
Salaries ranged from 12.4 per cent to 28.87 
per cent; interest paid from 18.4 per cent to 
28.87 per cent; taxes from 1 per cent to 
10.85 per cent and dividends paid to share- 
holders from 2.9 per cent to 14.38 per cent. 

Another interesting feature of this com- 
pilation is that which relates to number of 
employees. It is shown that some of the 
banks conducted their business, averaging 
each with resources of about $10,000,000, 
with as few as 22 employees, while others 
required as many as 60 to 68 employees to 
handle the same volume of business, The 
amount devoted to advertising also showed 
marked variation. The banks which spent 
least for advertising are mostly in the lower 
brackets as regards gross income. One bank 
spent $3,555 for advertising while another 
devoted as much as $37,778 to this item. 


~ _ 

Mr. and Mrs. John J. Mitchell on Their Re- 

cent Return from Europe. Mr. Mitchell is 

Chairman of the Board of the [Illinois Mer- 

chants Trust Company and Dean of Chicago 
Bankers 


A Specialized 


Service 


for Banks and Bankers 
which is the result of more 
than sixty years of experi- 
ence is offered by 


The First National 
Bank of Chicago 


and the First Trust 
and Savings Bank 


Complete facilities are pro- 
vided for active and inactive 
accounts, collections, bills of 
lading, investments and 
foreign exchange transactions 


FRANK O. WETMORE, 
Chairman 


MELVIN A. TRAYLOR, 
President 


Combined Resources 
Exceed $450,000,000 





TRUST COMPANIES 


OLD-FASHIONED VERSUS MODERN 
BANKING 


The points of contrast between banking of 
a generation ago and today, were pointedly 
brought out recently in an address by C. H. 
Fox, vice-president of the Chicago Trust 
Company, who said in part: “In the old 
days a manufacturer soid his goods in his 
vicinity. Now he ships them all over the 
world, and he buys raw materials from dis- 
tant places. Consequently his success is de- 
pendent on more than local conditions. He 
is affected by general economic forces such 
as transportation, exports, imports, exchange 
and international relations. Such altera- 
tions in business compelled corresponding 
changes in banking. “The old-time bank 
was largely a local institution, dealing with 
local patrons. Its directors were selected 
because of their good reputation in the com- 
munity. Directors of modern banks are 
chosen not only because of their character, 
but because of their leading positions in vari- 
ous industries so that the banks may benefit 
by their consensus. The banker of today, 
must be a student of economics and an able 
interpreter of that science. It is a source 
of considerable regret to bankers that many 
business men still think of the old-fashioned 
bank. As a result they do not take advan- 
tage of the service or help offered by the 
modern bank.” 
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EDUCATIONAL COURSES ON BANKING 

While the work of the American Institute 
of Banking in conducting highly efficient 
courses on banking through the various local 
chapters undoubtedly represents the most 
valuable contribution to educating young 
men in the ‘banking profession, there is evi- 
dence of more practical effort along the 
same direction in state universities and col- 
leges throughout the country. The Univer- 
sity of Illinois has been exceptionally sue- 
cessful in turning out young men with a 
sound knowledge of fundamentals in bank- 
ing. Such facilities are provided through the 
College of Commerce and Business Adminis- 
tration of the University of Illinois, which 
has an average of 2,000 men and women en- 
rolled. 


Capital of the Schiff Trust and Savings 
Bank of Chicago is to be increased from 
$500,000 to $600,000 by a new issue of capital 


The Mason County Bank of Havana, IIL, 
has received authority from the state to con- 
duct trust business. 

Mark FE. Trumbull of the First National 
Bank of Chicago has been elected president 
of Chicago Chapter, American Institute of 
Banking. Ernest L. Johnson, Harris Trust & 
Savings Bank, was elected vice-president and 
Charles L. Pennell, Peoples Trust & Savings 
Bank was elected treasurer. 
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Banks Capital 
*Bank of America 
Boulevard Bridge Bank 
+Central Trust Co. 
Chicago Trust Co ; 
tContinental & Commercial Trust... . . 
Drovers Trust.... 

**First Trust 

Franklin Trust 

Guarantee Trust 

Harris Trust “ 

Illinois Merchants Trust Co.. 
Mercantile Trust & Savings. 
Northern Trust Co 

Northwestern Trust & Savings 
Peoples Trust & Savings... 

Sheridan Trust & Savings 

Standard Trust & Savings........... 
State Bank of Chicago 

Union Trust Co 

West Side Trust & Savings 
Woodlawn Trust & Savings... 


. $1,500,000 
500,000 
6,000,000 
2,000,000 
5,000,000 
350.000 
7,500,000 
300,000 
300,000 
4,000,000 
15,000,000 
600,000 
2,000,000 
1,250,000 
i,000,000 
1,000,000 
1,000,000 
2,500,000 
3,000,000 
700,000 
600,000 


March 31, 1927 


Surplus and 
Undivided 
Profits 

$1,713,441.44 
361,956.87 
4,851,112.19 
1,837,279.80 
11,807,167.07 
584,777.19 
11,854,136.18 
654,259.53 
418,145.08 
5,354,368.42 
31,902,420.13 
402,977.67 
5,768,462.48 
822,009.24 
696,499.28 
478,413.34 
1,173,015.68 
7,820,325.98 
4,583,550.27 
360,390.16 
423,999.65 


*Formerly Greenbaum Sons Bank & Trust Company. 
+Central Trust Bank value does not include Securities Co. 


tStock owned by Continental & Commercial National Bank. 


includes Securities Co. 
**Stock owned by First National Bank. 


Deposits 


$28,780,827.35 
9,621,079.97 
95,011,059.69 
23,705,892.47 
84,671,505.79 
6,963,864.11 
109,601,247.98 
4.677,791.69 
2,819,402.20 
67,938,314.23 
376,171,105.26 
9,958,305.67 
52,163,856.74 
19,270,987.49 
22,194,895.21 
11,129,435.87 
17,206,228.87 
57,793,066.34 
73,081,361.64 
13,661,759.08 
8,944,936.09 


Book 
Value 


214 
172 
181 
192 
288 
400 
363 
318 
239 
234 
313 
167 
388 
166 
170 
147 
217 
413 
253 
151 
191 


Corrected by F. M. Zeiler & Co., members Chicago Stock Exchange, 929 Rookery Bldg. 


350 
395 
305 
255 
763 
506 
270 
250 


580 
360 
400 
310 
260 
768 
510 
275 
260 


Continental & Commercial Bank value 











St. Louis 


Special Correspondence 


IMPROVING BANKING AND CRIMINAL 
CODES OF MISSOURI 

While a number of excellent measures af- 
fecting banking and trust company opera- 
tions were passed at the last session of the 
Missouri legislature, much of the legislation 
proposed by the Missouri Bankers Associa- 
tion failed of enactment and plans are being 
laid to continue the fight for better banking 
as well as laws to curb criminal activities. 
Most regrettable was the failure of the legis- 
lature to support the legislative program rec- 
ommended by the Missouri Association for 
Criminal Justice which was prepared with 
much labor and diligent study. Two of the 
proposals of the association, however, were 
enacted, namely the Bates law providing for 
compulsory graduated punishment for felon- 
ies committed with deadly weapons, which 
is similar to the Baumes law in New York, 
and the Henry law providing for minimum 
of ten years and maximum of death penalty 
for felony with deadly weapons. 

Trust companies of Missouri will continue 
efforts to secure legislation which failed at 
the last session, particularly in regard to re- 
ciprocal death tax exemption. Another at- 
tempt will be made at the next session to 
secure enactment of the bill which failed this 
year and which provides for increase in 
number of state bank examiners and classifi- 
cation. 


CUSTODIANSHIPS A PROFITABLE 
SOURCE OF BUSINESS 

The trust department of the Mercantile 
Trust Company of St. Louis has experienced 
noteworthy success in popularizing its cus- 
todianship handling investments 
for business executives and professional men. 
In its advertising the trust department makes 
a telling point of the fact that the business 
executive, professional man and all those in 
responsible positions are enabled to increase 
their “producing hours” by delegating the 
handling of their investments to the custo- 


service in 


mers’ security account department of the 
trust company. The plan is made very sim- 
ple. The customer hands over his securities, 


obtains a receipt and is relieved of all de- 
tails, such as clipping and cashing coupons, 
watching maturity days, and 
other essentials. 

Secretary J. J. Farrell of the Mercantile 
Trust Company recites an incident showing 
the value to corporations of having their 
securities transferred through the office of a 
thoroughly equipped trust company. A cer- 


conversions 





TRUST COMPANIES 






“TRUST SERVICE 
EXCLUSIVELY™~ 


THE ST. LOUIS UNION TRUST 
COMPANY does not receive de- 
posits. Its entire organization and 
facilities are devoted to one specific 
object: EFFICIENT TRUST 
SERVICE. 





Because of its stability, its experi- 
enced staff of trained Trust Com- 
pany executives, and its capital and 
surplus of $10,000,000.00, the ST. 
LOUIS UNION TRUST COM- 
PANY offers an unexcelled service. 


St. Louis Union Trust Co. 
ST. LOUIS, MO. 
Oldest Trust Company in Missouri 








Affiliated with First National Bank 











tain corporation was acting as its own trans- 
fer agent. A Iowa died and 
the beneficiary to whom this particular stock 
was willed, sent it in for transfer. Without 
any special investigation, the transfer was 
made in the usual way. It happened to be 
quite a large block of stock and its transfer 
came to the attention of a state official of 


stockholder in 


Missouri. The law in Missouri requires that 
transfers made for stockholders of other 
states, must be handled through a state of- 


ficial. Before this corporation was through 
settling this matter, this simple mistake had 
cost it $18,000! The mistake was made be- 
cause the corporation was not familiar with 
the law governing transfers. When 
transfers are handled by the trust company 
the customers are advised that the transfer 
agent assumes responsibility for knowing the 
laws of all states. 


such 


The Liberty National Bank of Kansas City, 
Mo., of which P. W. Goebel is president, has 
purchased the assets of the Peoples Trust 
Company of that city. 

The St. Louis Chamber of Commerce re- 
cently sponsored a “good will” tour of Okla- 
homa, attended by 100 representative busi 
ness men, bankers and sales executives. 














































THE OHIO SAVINGS 


TOLEDO. OHIO 
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BANK & TRUST CO. 


We invite correspondence from banks, trust companies and corporations desiring fiduciary or 
financial representation in this city. Prompt and efficient service, based on 
experience and thorough equipment 


Officers 


GEORGE M. Jongs, President 

EpWARD KIRSCHNER, Vice-President 

FRANK P, KENNISON, Vice-President and Trust Officer 
Seymour H. Horr, Vice-President 

Ami F, MITCHELL, Vice President 

CHARLEs A. FRESE, Treasurer 

CiaupgE A. CAMPBELL, Secretary 

Joun Lanparar, Assistant Secretary 


Rosert C. Dunn, Asst. Sec’y and Asst. Trust Officer 
R. P. WHITEHEAD, Asst. Sec’y and Asst. Trust Officer 
J. H. Locusruer, Assistant Treasurer 

James W. EcKENRODE, Assistant Treasurer 

ARTHUR W. WEBER, Assistant Secretary 

Harry F. MAnor, Assistant Secretary 

FERDINAND G. MEIER, Auditor 








“SHOW ME” SLOGAN AS APPLIED BY 
MISSOURI BANKERS 
Missourians “have to be shown” and the 
bankers of that state have accepted the 
challenge of their townsmen by conducting 
an educational campaign which promises big 
annual crops of converts. The plan is not 
merely to tell Missourians, especially those 
who fight shy of banks, how they are bene- 
fited by opening accounts, but also to show 
them how to distinguish between good and 
bad banking practice. Altogether too many 
people in this state have suffered from con- 
tact with bad banking practice and the edu- 
eational campaign is therefore expected to 
teach them to give a wide berth to so-called 
bankers who persist in treading hazardous 
fields—and happily their number is growing 

rapidly less. 


state are divided into eight districts, each 
with a group chairman and likewise chair- 
man for each county. Much of the success 
of the campaign is due to the vigorous initia- 
tive of Walter B. Weisenburger, vice-presi- 
dent of the National Bank in St. Louis, who 


is chairman of the educational committee 
and in general charge of strategics. The 


campaign this year enlists not less than 109 
county chairman and 565 speakers, the lat- 
ter coming from the ranks of junior officers 
of banks and trust companies. The educa- 
tional material supplied from A. B. A. 
headquarters and so graded as to appeal to 
pupils of grade schools and high schools, as 
well as to members of local civic organiza- 
tions. 


is 


Several years ago the Missouri Bankers St. Louis maintains its prestige as the 
Association inaugurated a state-wide educa- center of production in shoes with a total 
tional campaign. The 114 counties of the of $300,000,000 in annual sales. 

Surplus and 
Undivided 
Profits, Deposits, 

; Capital June 30, 1927 June 30, 1927 
MUISOGT TOU EAON 8 lain 40 i n'v.00 be cbncbses veade $1,000,000 $630,067.51 $14,117,175.38 
Liberty Central MENG. bob oA vows becca ooua 3,000,000 1,002,560.47 35,062,282.00 
Mercantile Trust 2 OOS eae 3,000,000 8,583 .523.47 59,102,266.18 
Mississippi wo 2 are 3,000,000 4,291 ,694.23 38,906,368.52 
North OES yk Se ee 200,000 105,234.08 2,689,298.91 
ok. i eee oe 200,000 128,043.89 2,623,583.49 





COMPARATIVE STATEMENTS OF WASHINGTON, (D. 





C.) 


TRUST COMPANIES 


Surplus and 
Undivided 


Profits, Deposits, 
Capital June 30, 1927 June 30, 1927 Par Bid Asked 
American Security & Trust Co........ $3,400,000 $3,639,239.48 $31,046,723.69 100 392 396 
Continental Trust Co. .......cccccces 1,000,000 173,597.87 2,740,3$81.74 100 110 ae 
Merchants Bank & Trust Co......... 1,000,000 308,527.38 8,330,664.82 100 152 156 
Munsey I & ioc lals eo ciclcice 2 2,000,000 1,069,217.15 5,160,921.97 100 
National Savings & Trust Co......... 1,000,000 2,611,549.64 11,330,934.86 100 505 925 
po RR eee 2,000,000 951,449.35 7,720,427.13 100 277 282 
Washington Loan & Trust Co........ 1,000,000 2,250,759.39 16,113,532.24 100 490 500 


Figures furnished by The Washington Loan and Trust Co. 
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The Best 
Advertisin g 
“Buy” of the Year 


' ' 
SPRINGFIELD {INDIANAPOLIS} 
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Cleveland 


Special Correspondence 


MILLIONS FOR CLEVELAND 
Bankers of Cleveland regard the 
ruling of the New York Clearing 
which enables member banks to 
exchange and collection charges on checks 
and other items which are collectible at 
par, as an action which will release millions 
of dollars to home industry. The change 
makes it possible for corporations and indus- 
trial concerns of the Cleveland district to 
have the advantage of doing much, if not 
all their national and international banking 
business in Cleveland. The Cleveland Trust 
Company, in its house organ comments on 
the situation as follows: 

“Until this ruling became effective checks 
drawn on Cleveland banks, for payment in 
New York and the East, have been subject 
to a collection fee levied by the New York 
banks as a charge for handling. The collec- 
tion charge on checks or drafts has been 
1/40th of 1 per cent of their face value, and 
on all other items has been 1/10th of 1 per 
cent. On this basis, this fee has amounted 
in most cases to a considerable sum, for the 
checks are usually drawn by large Cleveland 
concerns in payment for purchases made in 
the East. To avoid this charge many Cleve- 
land concerns have kept sizable sums of 
money on deposit in New York banks on 
which they drew for payment of eastern pur- 
chases. The exact total of all these New York 
balances maintained by Cleveland concerns 


recent 
House 
waive all 


over the past years will never be known 
accurately, but it can be safely estimated 


that it will run into millions of dollars. This 
vast sum, by the new ruling, is released for 
employment in Cleveland; for building and 
industry and progress in general. 


BANKING POWER WIELDED BY STATE 
INSTITUTIONS IN OHIO 

It is of interest to note that of the nearly 
three billions of banking resources in Ohio 
the state banks and trust companies hold 
nearly $2,200,000,000, and the national banks 
less than one billion. The total for national 
banks on January 1st amounting to $962,- 
000,000, is further diminished by the trans- 
fer of the banking resources of the former 
Fifth-Third National Bank of St. Louis to 
the state column as a result of the 
of the national bank with the Union 
Company forming the Fifth Third 
Trust Company. 

The McFadden amendments to the National 
Bank and Federal Reserve acts are expected 


merger 
Trust 
Union 
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THE COLONIAL 


TRUST COMPANY 
= PITTSBURGH, PA. ——= 


Trust Funds - - $44,000,000 
Capital, Surplus and Undivided Profits 
$6,900,000 


Total Resources - - $33,000,000 


to give a new impulse to national banking 
growth in Ohio which has been on the de- 
cline owing to the shifting of resources and 
activities to the state system. Now that the 
national banks operate on a par as to 
loaning powers and other facilities with state 
banks and trust companies, it is reasonable 
to expect that there will be no 
portant absorptions or 
state charters. 

The state banks trust companies of 
Ohio made striking gains during the first 
quarter of the present year. Resources in- 
creased $91,000,000, and deposits increased 
from $1,716,553,000, to $1,811,403,000, a large 
part of which is represented by the Cincin- 
nati bank and trust company merger. The 
details of the state banking totals indicate 
both a strong position and reflect the in- 
dustrial and business activity in Ohio. 


may 


further 
changes in 


im- 
favor of 


and 


The Citizens Trust and 
Columbus, Ohio, recently 
Grandview branch. 


Savings Bank of 


opened its new 

A new building has been completed for the 
Madisonville office of the Fifth Third Union 
Trust Company of Cincinnati. 

The mortgage loan department of the Fifth 
Third Union Trust Company of Cincinnati, 
last year wrote 410 mortgages, the record far 
exceeding any previous year. 

“Science and Business,” 
an instructive article in the current 
of the monthly publication issued by 
Cleveland Trust Company. 

The Norwood National Bank of 
Ohio, was recently granted a 
do a trust business. 
stock of $200,000. 


is the subject of 
issue 
the 


Norwood, 
certificate to 
The bank has a capital 


The Cleveland Trust Company is construct- 
ing a shop to accommodate its own staff of 
workmen, including carpenters, painters, 


electricians, ete. 
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CONFIDENCE 


The sound and steady growth of this institution is the best measure of the 
high confidence in which it is held. 


Our record of service, since 1858, over an extended period of years, is the 
firm foundation on which this confidence rests. 


EDGAR STARK, Vice-President and Trust Officer 


tke FIFTH THIRD [JNION [RUST co. 


CINCINNATI, OHIO 
MEMBER FEDERAL RESERVE SYSTEM 


HOUSEHOLD BUDGETS AND ECONOMY 
Numerous banks and trust companies have 
endeavored to aid their depositors by sug- 
gesting household budget systems. One of 
the most sucessful institutions in introducing 
household economies is the Society for Sav- 
ings of Cleveland. Sarah J. MacLeod, who 
is director of the Home Economics Bureau of 
that bank, has this to say on the subject: 
“To many people a budget service means 
only the free distribution of leaflets, show- 
ing neatly worked out budget arrangements, 
and the doling out of nicely ruled budget 
books. A budget service of that kind can 
never mean much either to a bank or a com- 
munity. soth publications can be helpful 
to a budget department, but they do not con- 
stitute a department. The budget leaflets 
start people thinking about systematic sav- 
ing and spending, but after they begin to 
compare these with their own figures they 
want to be able to get more advice and in- 
formation about solving particular problems. 
A well planned budget book gives a means 
of recording expenses to show how closely 
one is following a spending plan, and it is 
valuable, but the mere gift of a budget book 
is not apt to solve a financial problem. 
“Some of the people who have been most 
benefited by using our budget service, have 
never seen nor used our particular book— 
instead of a book, they obtained from us 
much needed advice and information about 
saving, spending and general management 
of income and outgo, but they happened to 
have the type of mind to which written fig- 
ures meant nothing. What they needed was 
detailed help in working out their problem 
and if had tried to satisfy that 
need by simply handing out a budget book— 
both the effort and the book would have 
béen a total loss. Let me repeat, budget 
leaflets and record books are valuable ad- 
juncts to a budget department, but the op- 


someone 


portunity of procuring definite advice on per- 
sonal and family financial problems is of 
paramount importance.” 

HOW TRUST COMPANIES STIMULATE 

THRIFT AND HOME OWNERSHIP 

Judging from a survey of savings deposits, 
commercial accounts and loans for financing 
construction of the Cleveland trust 
companies have contributed very materially 
to development of thrift and home ownership 
as well as business prosperity in this city. 

As illustration there are the figures of the 
Cleveland Trust Company showing that on 
December 26, 1926, total deposits were $205,- 
201,084, giving the company the twenty-fifth 
position among largest banks of the country 
and thirteenth among the largest trust com- 
panies. From December 31, 1923, to Janu- 
ary 13, 1927, or approximately three years, 
deposits increased from $178,813,603 to $222,- 
431,244, which is a net 


increase of $43,617,- 
641. Total deposits were only forty-three 
millions in 1915. On 


December 31, 1926, the 
Cleveland Trust deposits represented 23.06 
per cent of total deposits in Cleveland banks, 

At the end of the last calendar year the 
savings deposits amounted to $128,255,115 or 
28.03 per cent of the total savings in all 
Cleveland banks and placing the Cleveland 
Trust Company in eighth position among all 
the savings banks in the United States. Dur- 
ing the past three years savings deposits in- 
creased $21,285,628 or 19.89 per cent. 

On January 13, 1927, commercial deposits 
totaled $73,285,384. In three years this class 
of accounts has increased $23,215,711 or 46.37 
per cent. Notwithstanding the decided re- 
cession in building operations during 1926, 
the statement of December 31, 1926, showed 
loans on real estate of $83,477,226, which rep- 
resents an increase over 1925 of $3,504,850, 
and is 30.75 per cent of the total real estate 
loans held by all Cleveland banks, excluding 
the three national banks in this city. 


homes, 
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Pittsburgh 


Special Correspondence 
COMPREHENSIVE CODE FOR IMPROVED 
BANKING RELATIONS 
the most important developments 
at the recent annual meeting of the Associa- 
tion of Reserve City Bankers, held in this 
city, was the determination to exert the com- 
bined influence of membership in behalf of 
better accounting systems to reflect actual 
income and expense of banking operations 
and a more general establishment of budget- 
ary control of costs in the various depart- 
ments. The association also pledged itself 
to encourage banks to adopt a uniform sys- 
tem of interest calculation on balances main- 
tained by correspondent banks. Special en- 
dorsement was given the plan of interest cal- 
culation outlined by O. Howard Wolfe, vice- 
president of the Philadelphia-Girard Nation- 
al Bank. Experience has shown, according 
to a paper presented by Guy Emerson, vice- 
president of the Bankers Trust Company of 
New York, that relationships between banks 
since the establishment of the Federal Re- 
serve System have become more rather than 
less important. Another recommendation 
made by the association was that greater 
care should be used by banks in seeing that 
commodities forming the basis of loans be 
insured and that proper legislation as to 
insurance coverage should be enacted pro- 
tecting banks loaning on trust receipts. The 
association also went on record favoring 
greater uniformity of practice in trustee re- 
lationships with finance companies. 

John R. Downing, vice-president of the 
Citizens Union National Bank of Louisville, 
was elected president of the association; 
John F, Flournoy, Jr., vice-president of the 
Whitney Central National Bank of New Or- 
leans, was elected vice-president; and Fred 
Brenchley, vice-president of the Marine Bank 
& Trust Company of New Orleans, was elect- 
ed treasurer. 


One of 


Legislative and development matters were 
discussed at a recent conference of members 
of the Trust Company Section of the Penn- 
sylvania Bankers Association, which is pre- 
sided over by Earl A. Morton of the Com- 
monwealth Trust Company of Pittsburgh. 

An increase of $66,000,000, in deposits is 
shown in the combined statement of Pitts- 
burgh trust companies during the first quar- 
ter of the year, bringing aggregate to $417,- 
325,000. A large part of this increase is at- 
tributable to deposit gains reported by the 
Union Trust Compeny. 


PITTSBURGH 


FIDELITY TITLE AND TRUST ©. 


341-343 FOURTH AVE. PITTSBURGH. 
ESTABLISHED = 1886 


CTS in all trust capac- 

ities. Trust accounts 

managed aggregate more 
than $150,000,000. 


APITAL, Surplus and 

undivided profits 
more than $8,000,000. 
Handles checking ac- 
counts of corporations, 
firms and individuals. 


TRUST AGREEMENTS DISCUSSED AT 
PENNSYLVANIA TITLE ASSOCIATION 
CONVENTION 

Since the Pennsylvania Title Association 
was organized some years ago, largely 
through the initiative of John E. Potter, 
president of the Potter Title & Trust Com- 
pany of Pittsburgh, the organization has 
been very influential in standardizing meth- 
ods and practice relative to title insurance 
and the handling of liens on property. At 
the recent convention of the association, the 
subject of trust agreements received special 
attention. Other subjects discussed were on 
mechanics’ liens, uniform title policies and 
rates and commonwealth liens. An instruc- 
tive paper was presented on “Divestiture of 
Liens” by C. Barton Brewster of the Com- 
monwealth Title Insurance and Trust Com- 
pany of Philadelphia. 


Directors of the Lawrence Savings and 
Trust Company of New Castle, Pa., have 
elected Thomas H. Hartman as president. He 
fills the post made vacant by the resignation 
of BE. E. McGill, who retains the position of 
chairman of the board of directors. 
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Los Angeles 


Special Correspondence 


RECORD OF MORTGAGES AND TRUST 
DEEDS 


The research and 
the Security Trust & Savings Bank of Los 
reports the number and volume 
of mortgages and trust recorded by 
the trust companies of Los An- 
geles during 1926. Money involved 
in mortgages and trust deeds recorded by the 
banks in Los Angeles county during the last 
year totaled $115,516,558, compared with 
$109,668,265 in 1925, and $83,668,054 in 1924. 

The number of mortgages and trust deeds 
recorded by banks in this period was 21,301, 

18.709 in 
1924. The average for 1926 was $5,423, as 
compared with $4,911 in 1925. Of the total 
amount of the money involved in these mort- 
gage loans, the Security Trust & Savings 
Bank loaned $35,168,638, or 30.4 per cent. 


service department of 
Angeles 
deeds 
and 
county 


banks 


BANKING PROGRAM FOR DEVELOPING 
FOREIGN TRADE 

A program for providing the necessary 
financial organization for the regional de- 
velopment and stabilization of foreign trade 
activities, was suggested by J. A. H. Kerr, 
vice-president of the Security Trust & Sav- 
ings Bank of Los Angeles at the last annual 
convention of the National Foreign Trade 
Council. Without requiring further legisla- 
tion, Mr. Kerr that results could be 
obtained by adopting the following course: 

“That the Federal Reserve Banks estab- 
lish branches at strategic points throughout 
the world, using for this purpose the surplus 
eapital which they now carry unemployed. 
Naturally, these branches should be located 
in those countries in which we have invested 
most heavily, either in the form of govern- 
ment or corporate securities, or other capital 
investments. 

“In the 
branches of 


states 


establishment of such foreign 
the Federal Reserve Banks, it 
would be highly advisable and necessary to 
effect, by means of coordination, the 
proper distribution of such branches as_ be- 
tween Federal Reserve districts. Again, we 
are confronted with the desirability of con- 
sidering this phase from a regional stand- 
point. Without question, the proper author- 
ity to effect such coordination would be the 
Federal Reserve Board, which should be 
vested with authority to lay down general 


some 


policies and to issue specific permits for the 


establishment of such branches.” 


LOS ANGELES BREVITIES 
The Security Trust & Savings Bank main- 
tains its stride as the largest unit among 
the national and state banks of Los Angeles, 
with deposits of over $252,000,000, Author 
ized capital recently increased from 
$12,500,000, to $20,000,000, 


was 


The California State Banking Department 
reports that state-chartered banks had 3,572,- 
O79 depositors and deposits as 1,100,688 
at the close of the last year. 

Among the national banks of Los Angeles 
with headquarters in that city, the Mer- 
chants National Trust and Savings Bank 
maintains leadership with deposits of over 
$122,000,000. 


Henry M. the First National 
Bank of Los has been reappointed 
by the U. S. Chamber of Commerce as alter- 
nate director of the International Chamber 
of Commerce. 


Robinson of 
Angeles 


Howard Pressey, manager of Rancho 
Sespe, has been named a member of the ex- 
ecutive board of the Pacific-Southwest Trust 
& Savings Bank of Angeles. 


Los 


Sesma has been 


Joe appointed assistant 
cashier of the Hollywood Branch of the First 
National Bank of 


Los Angeles. 


J. B. CHAFFEY 
Vice-President of California Bank of Los Angeles, who 
represented the California Bank group at recent bankers 
conventions in Idaho, Utah and Colorado 
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San Francisco 


Special Correspondence 


STATE-WIDE TRUST SERVICE 
DEVELOPMENT 

An interesting development is being con- 
ducted at the big Bank of Italy in California. 
For some time, under the direction of Vice- 
President and Trust Officer W. J. Kieferdorf, 
plans have been devised to establish trust 
department service in its larger branches, 
extending such service to numerous 
communities. To further this work, 
there is an organization composed of trust 
officers in both the northern and southern 
groups which comes together periodically to 
exchange ideas and discuss problems of fidu- 
ciary administration. Such branches obtain 
the benefit of the experience and the meth- 
ods of operation developed at the main of- 
fice in San Francisco and the same intensive 
policies are being observed which have made 
the Bank of Italy such a power in Califor- 
nia in commercial and savings bank 
tions. 


opera- 


ANGLO-CALIFORNIA TRUST COMPANY 


At the annual meeting of the Anglo-Cali- 
fornia Trust Company of San Francisco, 
President Mortimer Fleishhacker reported a 
substantial increase in deposits and re- 
sources for the year, and made a compari- 
son of these two items. Deposits on March 
31, 1927, were $68,291,468, as compared with 
$61,934,116 a year ago, showing increase of 
$6,357,352.23. Annual dividend rate was in- 
creased last year from 10 to 12 per cent. All 
the outgoing directors and officers were re- 
elected and, in addition, Leon Sloss, Jr., who 
has been assistant trust officer, was elected 
assistant vice-president. 

Officers are: M. Fleishhacker, president; 
H. Fleishhacker, vice-president ; T. C. Tilden, 
vice-president; Louis Sutter, vice-president 
and cashier; R. D. Brigham, vice-president 
and manager of branches; C. L. Smith, vice- 
president; J. L. Osborne, vice-president ; 
Fred V. Vollmer, secretary; Grant Cordrey, 
trust officer and assistant secretary; H. Blu- 
menthal, Dario Righetti, J. M. MeCarthy, 
Henry C. Muller, A. L. MecRowe, H. Kanter 


and Leon Sloss, Jr., assistant vice-presidents ; 
Otto C. Schulte, Walter Graf, Elmer G. Lind, 


W. E. Burns, V. Redfield, Leonard L. Formes 
and A. M. Wickland, assistant cashiers: F. 
H. Lougher, W. G. White and Morris R. 
Clark, assistant trust officers: Charles C. 
Kutz, manager, Richmond district branch, 
and J. L. Thomas, manager, bond depart- 
ment. 


SAN FRANCISCO BREVITIES 

The Wells Fargo Bank and Union Trust 
Company of San Francisco has capital of 
$9,000,000; surplus of $5,000,000, and undi- 
vided profits of $3,393,000. 

Walter W. Head, president of the Omaha 
National Bank, was one of the headliners 
at the recent annual convention of the Utah 
3ankers Association. 

Deposits in twenty-four banking institu- 
tions of Portland, Ore., amounted to $156,- 
627,000, as based upon latest official returns. 
Substantial gains were made by the Security 
Savings & Trust Company, the Portland 
Trust & Savings Bank and the Lumbermens 
Trust Company. 

The First National Bank and the Whittier 
Savings Bank of Whittier, Cal., have been 
consolidated under the title of the First Na- 
tional Trust & Savings Bank. 

L. H. Roseberry, vice-president of the Se- 
curity Trust & Savings Bank of Los Angeles, 
recently addressed the Oregon Bankers As- 
sociation convention on trust functions of 
banks. 

Frank 0. Bates has been elected vice- 
president of the Lumbermens Trust Company 
of Portland, Ore., and is in charge of its new 
business department. 

Paul M. Lee, for several years connected 
with the Salt Lake City branch of the Fed- 
eral Reserve Bank of San Francisco, and 
later vice-president of Idaho Falls National 
Bank, has been appointed manager of one 
of the Los Angeles branches of the Security 
Trust & Savings Bank. 

A. L. Mellenthin, formerly president, First 
National Bank of Monrovia, has become vice- 
president, Bank of Italy, National Trust & 
Savings Association, with headquarters at 
the Eighth and Broadway office, Los Angeles. 

An extensive program of expansion is an- 
nounced by the Seaboard National Bank of 
Angeles, with change title 
to Seaboard National Commercial 
Trust & Savings. 

J. H. Schenck, vice-president of the Flint- 
ridge Company and the Flintridge Hotel 
Company, has been made a member of the 
executive board of the Montrose Branch of 
the Pacific-Southwest Trust and 
Bank of Los Angeles. 

J. W. Lewis, assistant vice-president of 
the Union Bank & Trust Company of Los 
Angeles, has been elected president of the 
Union Bank Club, composed of officers and 
employees of the organization. 

A. J. Mount, named as chairman of the 
executive commiitee of the California State 
Bankers Association, has been a vice-presi- 
dent of the Bank of Italy since Ang, 15, 1921. 


Los in corporate 


Bank, 


Savings 
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OREGON ELECTIONS 

At the recent meeting of the Trust Com- 
panies Association of Oregon, the following 
were elected for the year: President, Percy 
C. Scott, trust officer, Portland Trust & Savy- 
ings Bank; vice-president, M. W. McCarty, 
trust officer, Strong & MacNaughton Trust 
Company, Portland; and secretary, L. S. 
Mortenson, Bank of California, N. A., Port- 
land. 

The Trust Companies Association of Ore- 
gon and the Oregon Bankers Association will 
be the joint hosts for the forthcoming Fifth 
Regional Trust Conference to be held in 
Portland, August 11th, 12th and 13th, next. 


Percy C. ScoTr 


Elected President of the Trust Companies Association of 
Oregon 


NEW CALIFORNIA NATIONAL BANK 
CHARTER ISSUED 
A charter has recently been granted for 
a new national bank in Beverly Hills, Cal., 
under the name of the California National 
Bank of Beverly Hills, with an initial capital 
of $100,000, which, together with a surplus 
of $25,000, will be fully paid. Interests prom- 
inently identified with the California Bank 
of Los Angeles, and a strong local group of 
business men and capitalists will direct the 
policies of this new institution, which will 
tend to make it an important influence in the 
development of Beverly Hills. 
California Group Corporation, a California 
Bank affiliation, recently acquired a lease on 


the southeast corner of Wilshire and Beverly 
drive, through the offices of George S. Wright 
Company, well known realtors in Beverly 
Hills. It is contemplated to eventually erect 
a building on this property in keeping with 
the district, to house the new national bank. 
The California Bank Group has long been 
identified with the development of Los An- 
geles and particularly the district to the west 
—having for many maintained banks 
in Santa Monica, Sawtelle, and other suburbs 
of Los Angeles proper. It 


years 


is well known as 
one of our outstanding financial institutions 
noted for its conservative and sound policies 
in the greater development of each commu- 
nity it serves. With its affiliations, resources 
of this institution total over 125 million dol- 
lars. 


HOLOGRAPHIC WILLS AS A SOURCE OF 
LITIGATION 

Inherent weakness of the holographic will 
which is wholly written, dated and signed by 
the testator and which dispenses with the 
necessity for witnesses, was commented upon 
recently in an address by Bruce H. Grigsby, 
vice president of the Pacific-Southwest Trust 
and Savings Bank of Los Angeles, Cal., who 
said: 

“For some unknown reason many laymen 
believe the holographic will is the best kind 
of will. But in some ways, it is the very 
worst. It wholly lacks the touch of the in- 
telligent draftsman, and if it attempts to go 
beyond the simplest provisions, it is more 
than likely to be fatally faulty. If it meets 
with contest in the court, it lacks the support 
of two wholly disinterested parties required 
in the witnessed will. If it be alleged that 
you were acting under duress, fraud or un- 
due influence, the witnessed will provides 
two wholly disinterested parties who can be 
produced to present proof in denial. 

“If it be alleged that the testator was of 
unsound mind, the witness will provides 
two witnesses who may be produced to like- 
wise deny that, and in the mind of the aver- 
age jury, listening to the testimony in the 
usual family broil, the simple statements of 
facts coming from such witnesses, who are 
wholly without any interest in the affair 
whatsoever, will many times outweigh num- 
bers of specially paid and specially called 
brain specialists, answering hypothetical 
questions propounded in an effort to prove 
you were crazy. So by ail means, every man 
should seek the advice and counsel of his 
attorney. To accept or use the services of 
anyone not an expert draftsman, even though 
he be an attorney, subjects the family and 
estate to a hazard wholly unnecessary, if 
not absolutely culpable.” 








